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ABSTRACT 
This research investigates the relationship between innovation and leadership in First National 
Bank in South Africa. In an information age paradigm, innovation is a key driver of 
organisational success. Innovation allows an information age company to create a sustainable 
competitive advantage over its competitors. First National Bank (FNB) has recognised the need 
for innovation and measures the amount of innovation generated in each business unit on an 
annual basis. 
Leadership is a key factor influencing innovation in large, multi segment organisations, 
particularly transformational leadership. Large multi-segment organisations often have multi-
functional teams and transformational leadership of these teams more effectively promotes 
innovation. Large multi-segment organisations also often have complex decision making 
processes. Transformational leadership ensures optimal innovative decisions rather than 
adequate decisions are reached. 
FNB is a multi-segment organisation comprising ten business units each headed by a Chief 
Executive Officer (CEO). The relationship between the level of innovation being generated 
annually by each business unit and the leadership style of the business unit CEO formed the 
focus of this research. The Multifactor Leadership Questionnaire was used to gather 
information on the leadership style of each CEO' s. Data on the level of innovation within each 
of these business lUlits was supplied by First National Bank. 
Data was statistically analysed against the innovation generated by each business unit using 
correlation analysis. Most of the results testing the relationship between transformational and 
transactional leadership and innovation were found not to be significant. This contradicts the 
theory which suggests a positive relationship between transformational leadership and 
iImovation. 
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CHAPTER 1 - INTRODUCTION 
The world we live in today has moved from an agrarian age to an industrial age and is 
currently changing from an industrial age to an information age, and according to Draft 
(1999:8) in doing so, "the world is undergoing a change more profound and far reaching than 
any experienced since the dawn of the modern age and the scientific revolution five hundred 
years ago". 
Draft (1999) argues that just as society was altered irrevocably in the transition from the 
agrarian to the industrial age, emerging events are changing the way we interact with one 
another in our personal and organisational lives. Rapid environmental changes are causing 
fundamental transformations that have had a dramatic impact on organisations and present 
new challenges for leadership. Draft (I999) suggests these transformations represent a shifi 
from a traditional to a new paradigm. "A new paradigm is a shared mindset that represents a 
fundamental way of thinking about, perceiving, and understanding our world" (Draft, 
1999:8). The old paradigm was characterised by industrial age competition in which 
companies were well served by hierarchical command and control systems whereas in the 
new paradigm success depends on leadership s ability to drive innovation, creativity and 
entrepreneurship (Kaplan and Norton, 1996). 
The importance of innovation in the new paradigm lies in its ability to create a competitive 
advantage for the organisation over its competitors. To survive, and eam above average 
returns in the new paradigm, organisations need to have a competitive advantage over their 
competitors (Hitt, Ireland, and Hoskisson, 2005). For an information age organisation in the 
new paradigm, strategic competitiveness is achieved when it successfully fonnulates and 
implements a value creating strategy. Hitt, et aI. , (2005) suggest that when a fLrm implements 
such a strategy and other companies are unable to duplicate it or find it too costly to imitate, 
this firm has a sustainable competitive advantage. In the new paradigm innovation, in the 
form of an ability of an organisation to continually invent and re-invent itself, has become 
one of the key drivers to creating a sustainable competitive advantage over ones competitors 
(Bartlett and Ghoshal, 1994). The ability to innovate is a core competency which has the 
potential to be valuable, rare, non-substitutable, and costly to imitate. Innovation is 
' unobservable ' and therefore is sustainable for longer than more observable competencies, 
thereby creating a sustainable competitive advantage to organisations in the new paradigm 
(Hitt, et al., 2005). 
The need for organisational innovation is changing traditional organisational structures in 
three important areas, namely; the organisational leadership framework required by 
organisations for creating this innovative culture (Bass and Avolio, 1997), the organisational 
measurements to ensure innovation is driven and measured (Kaplan, et al., 1996), and thirdly 
organisational leadership to manage this human intellect. 
The organisational leadership framework that characterised the old paradigm has been 
described by Kaplan, et a!. , (1996:2) as being characterised by, "Industrial age competition in 
which companies were well served by hierarchical command and control systems based on a 
strategy-structure-systems framework". However in the new paradigm Bru11ett et al (1994) 
suggest the scarcest resource has become the knowledge and expertise of the people on the 
frontline and in this paradigm success depends on leadership's ability to drive innovation, 
creativity and entrepreneurship. To do so the old strategy-structure-systems management 
framework needs to be replaced with a more appropriate peop/e-process-purpose framework 
(Bartlett, et al., 1994). 
With regards to changing organisational measurements Bartlett, et a!. , (1994) argue that in 
order to drive this process of innovation in a people-process-purpose framework, 
organisations wilI have to change their strategy-structure-systems organisational success 
measurements based on summary financial measurement such as return on capital, to more 
appropriate measures. One such appropriate measure for orgru1isations in the new paradigm 
is the balanced scorecard which includes measurements that drive innovation. 
Organisational leadership also needs to change in order to meet the needs of these changing 
paradigms (Bass and Avol io, 1994). It has been suggested that there are two views of 
leadership, the traditional view of trru1sactional leadership, involving an exchange process 
between leader and subordinate, and a view of transformational leadership that allows for the 
development and transformation of people (Bass and Avolio, 1990a). Optimal leadership 
uses both transactional and transformational leadership and is known as the Full Range 
Leadership model (Bass, et al ., 1990a). 
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Tichy and Devanna (1986, in Ristow, 1997:40) show how transactional leaders were, 
"suited to the more stable era of expanding markets and little competition that characterised 
the business environment before 1980". This is in contrast to the new paradigm which Kotter 
(1990) and Maree (1997) suggest characterises the contemporary business environment, 
which require a Full Range Leadership Framework which includes elements of both 
transactional and transformational frameworks. 
Bass, et aI., (1994) suggest there are two important areas where full range leadership can help 
large multi-segmented organisations drive innovation, namely multifunctional teams and 
organisational decision making. Both of these areas cause much difficulty for large 
organisations trying to drive innovation in the new paradigm. Using transformational 
leadership in large organisations in the areas of multifunctional teams and organisational 
decision making will drive innovation out of these organisations. 
It is within this context of a changing organisational paradigm that this research takes place 
in one of the big five South African banks. First National Bank is a large multi-segment bank 
within which each segment is headed up by a different business unit CEO practicing his own 
leadership style. The different segments and their roles within the bank are; 
o the African Subsidiaries business unit which is mandated by FNB to be a centre of 
excellence that sets up, supports and manages existing African subsidiaries to ensure the 
achievement of First National Bank's strategic objectives and targeted revenues in Africa 
(outside of South Africa) 
o the Branch Banking business unit which manages the Fist National Bank branches 
(within South Africa) which form the merchant space through which First National Bank 
sells to and services their customers 
o the Brand business unit which drives brand awareness and advertising 
o the CFO support business unit (sometimes referred to within FNB as the Human 
Resource Strategy business unit) provides support to the other segments with regards to 
strategic human resources, payroll systems, analysis, internal branding and profiling 
o the Commercial business unit which provides financial services to the businesses and mid 
corporate sector of South Africa 
o the Corporate business unit which helps corporate South Africa optimise its cash flow 
o the Public Sector business unit which provides transactional banking and other services 
to National, Provincial, and Local Government 
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o the Smart Solutians business unit focuses on the mainstream (mass) markets financial 
needs for individuals with an income up to R81 000 per annum 
o the Personal Banking business unit fulfils the financial needs for consumers with an 
income between R81 000 and RIm per annum 
o the Wealth business unit provides lending and investment solutions to clients with an 
income of RIm and above per annum or who wish to invest RIm and above, to improve 
their net asset value (FNB Pulse b , 2006). 
Innovation in First National Bank has been recognised as playing a key role in helping the 
Bank achieve its vision. Its vision is, "to be a great business helping to create a bener world" 
(FNB Pulse b, 2006). This vision is based on bui lding enduring rewarding relationships with 
their customers, colleagues and other stakeholders (FNB Pulse b, 2006), hence the Banks pay 
off line, "how can we help you?" These enduring, rewarding relationships will be built by 
focusing on three 'pillars' , namely, empowering people, driving innovations, and cost and 
banking efficiencies. It is this second pillar of 'innovation' and its relationship to leadership 
style that forms the focus of this research. 
In April 2005 First National Bank embarked on a focused project to drive the innovation 
pillar in the Bank. A major ongoing internal communication campaign was launched known 
as the ' FNB Innovators Campaign' , encouraging staff to submit their innovations which help 
move the Bank towards its vision. The idea generator of the best overall innovation each year 
receives a reward of R 1 million after tax (FNB Pulse a, 2006). The results in terms of the 
number of successful innovations per business unit are measured on an annual basis. 
In temlS of the discussion presented thus far, the broad goal of this research is to examine the 
relationship between innovation and transformational leadership in First National Bank. The 
specific goal of this research is to see if there is a relationship between the level of irUlovation 
generated in each business unit and the leadership style practiced by the CEO of each 
business unit. 
This research begins with a review of the changing organisational paradigm and the role 
innovation plays in ensuring organisational survival in the new paradigm through the 
generation of sustainable, above average returns. The impact of the changing organisational 
paradigm and the need for innovation on organisational leadership frameworks, 
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organisational measurements, and organisational leadership is then reviewed (Chapter2). 
This is followed hy a review of the literature on innovation with specific focus on First 
National Bank's definition of innovation and the role innovation plays in the Bank in 
ensuring organisational survival (Chapter 3). Theory and practice are then drawn together 
(Chapter 4) with a review of two ways in which leadership can drive innovation in large 
organisations. The research methodology used in the study is then discussed including the 
research; hypotheses, design, population and sampling (Chapter 5). This is followed by a 
presentation of the empirical results of the research (Chapter 6). Descriptive statistics and 
reliability analysis are also presented in this chapter to provide further insight. These results 
are then discussed in the light of the previous research (Chapter 7), and finally the conclusion 
and implications for future research are discussed (Chapter 8). 
5 
CHAPTER 2 - THE CHANGING ORGANISATIONAL PARADIGM 
2.1. Introduction 
This chapter reviews the literature on the history behind the changing organisational 
paradigm and how these changes are driving a need for organisations to build core 
competencies based on their ability to innovate in order to create a sustainable competitive 
advantage in the turbulent hypercompetitive new paradigm organisations find themselves in 
today (l-Iitt, et aI., 2005). The need for innovation, driven by the changing organisational 
paradigm, is in turn driving a paradigm change in organisational structure in three important 
areas, which will also be reviewed in this chapter namely; the managerial frameworks 
required by organisations for creating this innovative culture (Bass, et aI., 1997), the 
organisational measurements to ensure innovation is driven and measured (Kaplan, et a!. , 
1996), and thirdly organisational leadership skills to manage the employee's human intellect 
in the new paradigm (Quinn, Anderson and Finkelstein, 1993). These three organisational 
changes are discussed in more depth below. 
2.2. The changing paradigm and the need for innovation 
The context within which this study takes place is in a world which according to Draft (1999) 
is undergoing a change more profound and far reaching than any experienced since the dawn 
of the modem age and the scientific revolution about 500 years ago. He (Draft, 1999:8) 
states, "just as society was altered irrevocably in the transition from the agrarian to the 
industrial age, emerging events are changing the way we interact with one another in our 
personal and professional lives". Draft (1999) explains that this transformation represents a 
shift from a traditional to a new paradigm in which competition and consequently 
organisational structures are very different. rn this new paradigm success depends on 
leadership 's ability to drive innovation, creativity and entrepreneurship (Kaplan, et aI., 
1996). 
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To survive and earn above average returns in the new paradigm, firms need to have a 
competitive advantage over their competitors (Hitt, et a!., 2005). In the information age 
organisation, a firm ' s strategic competitiveness is achieved when it successfuIly formulates 
and implements a value creating strategy. They (Hitt, et aI., 2005) suggest that when a firm 
implements such a strategy and other companies are unable to duplicate it or find it too costly 
to imitate, this firm has a sustained (or sustainable) competitive advantage, 
an organisation is assured of competitive advantage only after others efforts to 
duplicate its strategy have ceased or failed. In addition when a firm has 
achieved competitive advantage, it normally can sustain it only for a certain 
period. The speed with which the competitors are able to acquire the skills 
needed to duplicate the benefits of a firm's value creating strategy determines 
how long the competitive advantage will last (Hitt, el aI., 2005:5). 
Resources, capabilities, and core competencies are the characteristics that make up the 
foundation of competitive advantage. Resources are the source of the firms capabilities. 
Capabilities in turn are the source of a firms core competencies, which are the basis of 
competitive advantage. Combinations of resources and capabilities are managed to create 
core competencies (Hitt, et aI ., 2005). Core competencies in turn are capabilities that are 
valuable, rare, costly to imitate and non-substitutable (1-lit!, et ai., 2005). 
The most influential business analysts promoting and developing the notion of core 
competencies have been Hamel and Prahad (1990) who suggest the sustainable competitive 
advantage of firms resides not in their products but in their core competencies, "the real 
source of advantage are to be found in managements ability to consolidate corporate-wide 
technologies and production skills into competencies that empower individual businesses to 
adapt quickly to changing opportullities" (Hamel, et ai. , 1990:86). 
Hitt, et aI., (2005) hold similar views and suggest that while competitive advantage can come 
from size, or possession of assets, the pattern is increasingly coming to favour those 
organisations that can mobilise knowledge and technical skills and experience to create 
novelty in their offerings (products/services) and the ways in which they create and deliver 
these offerings. 
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The Godfather of the area of economic theory dealing with the creation of core competencies 
was Joseph Schurnpeter (1950) who wrote extensively on the subject. Schurnpeter (1950) 
talks of a process of 'creative destruction' where there is a constant search to create 
something new which simultaneously destroys the old rules and establishes new one, all 
driven by the search for new sources of profits. His (Schumpeter, 1950) argument was 
simple: entrepreneurs will seek to use technological innovation, in the fonn of a new product, 
or a new service, or a new process for making the product or delivering the service, to 
achieve a strategic advantage over their competitors. For a while this may be the only 
example of the irmovation so the entrepreneur may expect to make a lot of money - what 
Schumpeter (1950) calls monopoly profits. But of course other entrepreneurs will see what 
he has done and try to imitate it, with the result that other innovations emerge, and the 
resulting 'swarm' of new ideas chips away at the monopoly profits until equilibrium is 
reached. At this point the cycle repeats itself, and the original entrepreneur, or someone else 
looks for the next innovation which will rewrite the rules of the game, and so the cycle 
continues (Schumpeter, 1950). 
Innovation (or the ability to innovate) is a resource and an organisation may possess both 
tangible and/or intangible resources (Hitt, et al. , 2005). Tangible resources are assets that can 
be seen and quantified. The four types of tangible resources are; financial , organisational, 
physical, and technological resources. Intangible resources include assets that typically are 
rooted deeply in the firm ' s history and have accumulated over time. The three types of 
intangible resources are; human, reputational , and innovation. "Because they are embedded 
in unique patterns or rOlltines, intangible resources are relatively difficult for competitors to 
analyse and imitate" (Hitt, et aI., 2005:79). 
Because intangible resources are less visible and more difficult for competitors to 
understand, purchase, imitate, or substitute for, firms prefer to rely on them rather than on 
tangible resources as the foundation for their capabilities and core competencies. The more 
unobservable (that is, intangible) a reSOllrce is, the more sustainable will be the competitive 
advantage that it is based on (Hitt, et aI. , 2005). 
In summary, to survive and earn above average returns in the new paradigm organisations 
will have to be innovative. The ability to innovate is a core competency. Additionally 
because the ability to innovate has the pOlential to be valuable, rare, non-substitutable, and 
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costly TO imitate it has the potential 10 be a very valuable core competencies to any 
organisation in the new paradigm. This is because it is unobservable and therefore has the 
potential to be sustainable for longer than more observable competencies. (l-Ett, et aI. , 2005). 
2.2.1. The changing paradigm and the Ileedfor innovation in the South African 
banking system 
Relating the theory presented above (see 2.2. - The changing paradigm and the need for 
ilIDovation) to the South African banking system, the Governor of the Reserves Bank in his 
report on competition in the South African banking sector has suggested, 
South Africa has established a well-developed banking system which 
compares favourably with those in many developed countries and which 
sets South Africa apart from many other emerging market countries. South 
African banks are well managed and utiUse sophisticated risk-management 
systems and corporate structures in conducting the business of a bank. 
Following South Africa' s re-entry into international financial markets in 
1994, locally registered banks have increasingly been expanding their 
operations into other countries. At the same time international banks have 
been expanding their operations into South Africa. Besides adding further 
depth and sophistication to the South African market these foreign banks 
have begun to tap into the South African labour market. Consequently the 
arrival of these predominantly resourceful and experienced banks posed 
formidable challenges to local banks. In the quest to survive and excel, 
South African Banks had to devise innovati ve means to adapt to the new 
terrain" (Mboweni, 2004:1). 
Mboweni (2004: 1) suggests South African Banks have entered the new paradigm which he 
refers to as "new terrain". In this "new terrain" success depends on a leadership's ability to 
drive innovation, creativity and entrepreneurship (Kaplan, et aI. , J 996). Successful banks in 
South Africa will be those that are lead by leaders who understand tllat managerial 
frameworks and organisational measurements have changed, and as leaders they are able to 
manage the human intellect of today 's employees and to convert it into useful products and 
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servIces through a process of innovation to ensure organisational survival ill the new 
paradigm (Quinn, et aI., 1993). 
However, the world wide financial crisis of 2008 has raised questions as to how far the South 
African banking industry has progressed from the industrial to the infonnation age paradigm. 
The South African banking industry has had very little exposure to the sub-prime crisis 
which afflicted the banks worldwide (Theobald, 2008). Sub-prime loans are the result of 
financial engineering in Europe and America, however the South African banking industry is 
heavily regulated by legislation such as the Foreign Exchange Control Act and the South 
African National Credit Act (Gordan and Keller, 2008). This legislation and the consequent 
relative lack of competition, has excluded the need for local banks to generate high levels of 
innovation in products and services, and consequently financially engineered innovative 
products such as mortgage backed securities (sub-prime), have not developed in South 
Africa. Theobald (2008:4) suggests, "South African banks have managed to avoid the mess 
of their overseas counterparts because they were under less pressure to innovate and chase 
returns than their overseas counterparts. South African banks did not have to dabble in 
complex instruments as t11ere were easier ways for them to make profits. Because of this lack 
of pressure they remain unsophisticated". 
However Charlton (1993:8) has warned that, "South Africa faces a stark choice if it wants to 
survive politically and economically. The key to the high road of economic growth and 
democracy lies in the way we develop and manage our human resources". Brand et aI., 
(2000) suggests a global economy is emerging in South Afi'ica, the age of information 
technology, global isation and competitiveness is taking South Africa out of it previous 
isolation into a world which requires transfonnational leaders. 
The changing managerial framework, driven by the need for innovation in the new paradigm, 
will now be reviewed. This will be followed by a review of the changing organisational 
framework. This chapter will end with a review of leadership theory focusing on the style of 
leadership needed (0 drive innovation in the new paradigm. 
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2.3. The changing managerial framework 
In discussing the shift in paradigm and its effect on competition and organisational structure 
Kaplan, et aI. , (1996:2) describe the old paradigm as being characterised by, "111dustrial age 
competition in which companies were weJl served by hierarchical command and control 
systems based on a strategy-structure-~ystems framework". In this new paradigm success 
depends on leadership 's ability to drive innovation, creativity and entrepreneurship (Kaplan, 
et al ., 1996). To do so the old strategy-structure-systems management framework needs to be 
replaced with a more appropriate people-process-purpose framework (Bartlett, et al. , 1994). 
These two management frameworks wiJl now be discussed in more depth. 
2.3.1. Strategy-structure-systems framework 
When all the organization needed were workers to nlD machines eight hours a day, a 
hierarchical command and control system worked, but the organization received no benefit 
from the workers minds. For decades this philosophy served companies well . It supported 
successive waves of growth as companies integrated horizontally in the 1950' s, diversified in 
the 1960 's, and expanded into global markets in the 1970's (Bartlett, et aI. , 1994). 
However over the last decade, technological, competitive, and market changes have eroded 
its effectiveness. These hierarchical models see leaders as the corporation's chief strategist, 
assuming full control of setting the companies objectives and determining its priorities. 
According to Bartlett, et aI. , (1994:80), these systems were "based on a strategy-struclure-
systems framework, the object of which was to create a management system that could 
minimise the idiosyncrasies ofhwnan behaviour". 
Bartlett, et aI. , (1994) explain that in the benevolent, high growth environment that followed 
World War 2, strategy, structure, and systems offered the much needed discipline, focus , and 
control ofthe day. They (Bartlett, et aI., 1994) suggest that today ' s economic environment is 
different. Overcapacity and intense competition are the norm in most global businesses. The 
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lines separating the businesses have blulTed as the technologies and markets converge, 
creating new growth opportunities where traditional businesses intersect. 
Bartlett, et a!., (1994:88) suggest the strategy-structure-systems framework was, "a divisional 
model which fragmented company's resources, it created vertical communication channels 
that insulated business units and prevented them from sharing their strengths with one 
another". Consequently the whole of the corporation was often less than the sum of its parts. 
Furthe1Tllore, the divisional structure kept the responsibilities and prerogatives of 
entreprenew·ship with top managers. It was their job to allocate resources that defined 
strategy. Those on the front lines were implementers. Additionally they (Bartlett, et ai. , 1994) 
suggest the divisional structure proved ideal for refining the management of ongoing 
operations, but it had little built in capability for renewal and innovation, and for discarding 
old ideas and assumptions as they became obsolete. The new paradigm calls for a leadership 
framework based on people-process-purpose. 
2.3.2. People-process-pllrpose framework 
Charlton (1993) suggests these hierarchical command and control system of the strategy-
structure-systems framework are contrary to the basic human drive to leam, to find work 
meaningful, and express creativity, responsibility and competence, and he (Charlton, 
1993 :22) explains that in the new paradigm, 
those organisations that ignore the demand for quality of life and personal 
growth do so at their peril. The hierarchical organisation is badly positioned to 
cope with these changes and is threatened with extinction, as it is unable to 
cope with the learning race, which is essential for corporate survival. The 
learning race is in tum dependant on the human race - a race to empower 
people and organisations. Learning and empowerment requires a fundamenta l 
shift of mind - from seeing people as incompetent and operating from win-
lose orientation to seeing people as intermittently capable and therefore 
sharing power. 
According to Bartlett, et ai. , (1994) in the new paradigm, the scarcest resource has become 
the knowledge and expertise of the people on the frontline. Competition and globalisation has 
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created an environment where strategic information cannot be relayed to the top without 
becoming diluted, distorted and delayed. This new paradigm calls for a more appropriate 
framework built on people-process-purpose framework, 
a framework where less emphasis is placed on following a clear strategic plan than 
on building a rich, engaging corporate purpose. Organisations need to focus less on 
formal structural design and more on effective management processes. They should 
be less concerned with controlling employee 's behaviour than with developing their 
capabilities and broadening their perspective (Bartlett, et al.. 1994: 80). 
Bartlett, et al., (1997) explain that this shift of vital resources from capital to knowledge 
means that the whole authoritarian hierarchy framework based on strategy-structure-systems 
has had to be dismantled and the roles and tasks of each management level radically 
redefined. This is because the organisations vital knowledge, expertise, and strategic 
information exist at the operating levels rather than at the top, 
far from wanting to subjugate individual differences by requiring conformity 
to a standardised organisational model, companies are recognising that in a 
knowledge-based enviromnent, diversity of employee' s perspectives, 
experience, and capabilities can be important organisational assets. Instead of 
forcing the individual to conform to the company's policies and practices, the 
overall objective should be to capture and leverage the knowledge and 
expertise that each organisational member brings to the company. To do so 
they need to adopt a management framework that is based on the p eople-
process-purpose framework (Bartlett, et aI., 1997: 114). 
This people-process-purpose framework, in referring to "people", recognises that, "The 
diversity ofhurnan skills and the tmpredictability of the human sprit make possible initiative, 
creativity and entrepreneurship. The most basic task of corporate leaders is to recapture 
those valuable human attributes by individualising the corporation" (Bartlett, et aI. , 
1995b:142). 
With regards to "purpose" Bartlett, et aI., (1994) suggest the framework sees a fundamental 
philosophical difference that separates senior executives who see themselves as designers of 
corporate strategy, from those who define their role more broadly as shaping institutional 
purpose. "Purpose is the embodiment of an organisations recognition that its relationships 
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with its diverse stakeholders are interdependent. In short purpose is the statement of a 
company's moral response to its broadly defined responsibilities. not an amoral plan for 
exploiting commercial opportunity" (Bartlett. et a1. . 1994:88). 
Finally with regards to "processes" the framework is referring to three processes. namely the 
entrepreneurial process, the competence building process and the renewal process. Bartlett et 
a1. . (I 995b) in elaborating on these processes suggest that the entrepreneurial process 
produces creativity and entrepreneurship in frontline managers. The competence building 
process builds competence across the company' s internal organisational boundaries. And the 
renewal process promotes continuous innovation and renewal of the strategies and ideas that 
drive the business. 
The first organisational change necessitated by the need for innovation in the new paradigm, 
namely the changing managerial framework has been discussed , the second organisational 
change, organisational measurement, will now be discussed. 
2.4. Organisational measurement in the new paradigm 
According to Bartlett. et al. , (1994) in order to drive this process of innovation, creativity and 
entrepreneurship in a people-process-purpose framework, organisations will have to change 
their strategy-structure-systems organisational success measurements based on summary 
financial measurement such as return on capital (ROC), to a more appropriate financial 
measure. One such appropriate measure for organisations in the new paradigm is the 
balanced scorecard which will now be discussed. 
During the industrial age, from 1850 to about 1975, when the strategy-structure-systems 
franlework prevailed, companies succeeded by how well they could capture the benefits from 
economies of scale and scope. A summary financial measure such as return on capital 
employed (ROCE) could both direct a company' s internal capital to its most productive use 
and monitor the efficiency by which operating divisions used financial and physical capital to 
create value for share holders (Kaplan, et aI. , 1996). 
14 
However this type of financial reporting process remains anchored to an accounting model 
developed century's ago for an environment of arms length transactions between independent 
entities. As explained by Kaplan, et aI., (J 996:7) 
this venerable financial accounting model is still being used by information 
age companies as they attempt to build internal assets and capabilities, and to 
forge links and alliances with external paliies. Ideally this financial 
accounting model should have been expanded to incorporate the value of a 
company's intangible and intellectual assets, such as high quality products and 
services, motivated and skilled employees, responsive and predictable internal 
processes, and satisfied and loyal customers. 
Such a valuation of intangible assets and company capabilities would be especially helpful in 
the people-process-purpose fra!l1ework since, as seen above, for information age companies, 
these assets are more critical to success than traditional physical and tangible assets. 
It has been shown above (see 2.2. - The challging paradigm and the need for innovation) that 
the emergence of the infoTn1ation era in the last decades of the twentieth centaury has made 
obsolete many of the fundamental assumptions of industrial age competition. Companies can 
no longer gain sustainable competitive advantage by merely deploying new technologies into 
physical assets rapidly, and by excellent management of financial assets and liabilities. "In 
the infoTn1ation age envirorunent both manufacturing alld service organizations requires new 
capabilities for competitive success. The ability of a company to mobilize and exploit its 
intangible or invisible assets has become far more decisive than investing and managing 
physical, tangible assets" (Kaplan, et aI., 1996:2). 
Kaplan, et aI., (1996) suggest intangible assets enable all organization to: 
o develop customer relationships that retain the loyalty of existing customers 
alld enable new customer segments and market areas to be served effectively 
and efficiently 
o produce customized high quality products and services at low cost alld with 
short lead times 
o Introduce innovative products and services desired by targeted customer 
segments 
o mobilise employee skills and motivation for continuous improvements ill 
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process capabilities, quality and response times 
o deploy information technology, data bases and systems. 
Consequently Kaplan, et aI., (1996:2) argue that, "the need to build long-range competitive 
capabilities using intangible assets, and the immovable object of the historical-cost financial 
accounting model has created a new synthesis known as The Balanced Scorecard". 
The Balanced Scorecard retains traditional financial measures. However Kaplan, et aI., 
(1996 :25) feel that, 
fmancial measures tell the story of past events, an adequate story for industrial 
age companies for which investments in long term capabilities and customer 
relationships were not critical for success. These financial measures are 
inadequate, however, for guiding and evaluating the journey that information 
age companies must make to create future value through investment m 
customers, suppliers, employees, processes, technology, and innovation. 
The Balanced Scorecard complements financial measures of past performance with measures 
of the drivers of future performance. The objectives and measures of the scorecard are 
derived from an organizations vision and strategy. The objectives and measures view 
organisational performance from four perspectives: financial , customer, internal business 
processes, and learning and growth (Kaplan, et aI. , 1996). 
The financial perspective of the balanced scorecard was retained because Kaplan, et a!., 
(1996:25) felt, "financial measures are valuable in summarizing the readily measurable 
economic consequences of actions already taken". Financial performance measures indicate 
whether a company' s strategy, implementation, and execution are contributing to bottom line 
improvement. 
According to Kaplan, et aI. , (1996) in the customer perspective companles identify the 
customer and market segments in which they have chosen to compete. These segments 
represent the source that will deLiver the revenue component of the company' s finanCial 
objectives. The learning and growth perspective identifies the infrastructure that the 
organization must build to create long term growth and improvement. Businesses are 
unlikely to be able to meet their long term targets for customer and internal processes Llsing 
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today's technologies and capabilities. Finally, the internal business process perspective 
identifies the critical intemal processes in which the organization must excel in order to 
deliver the value proposition that will attract and retain customers in targeted market 
segments and satisfy shareholder expectations of excellent financial returns. 
It is in the internal business process that the need for innovation is stressed for success in the 
information paradigm; consequently this process will be examined a little closer. The internal 
business process perspective reveals two fundamental differences between the traditional and 
the business scorecard approach to performance measurement. Traditional approaches 
attempt to monitor and improve existing business processes. They may go beyond financial 
measures of performance by incorporating quality and time-based metrics. But they still 
focus on improvement of existing processes. The scorecard approach however will usually 
identify entirely new processes at which the organization must excel to meet customer and 
financial objectives. For example a company may realize that it must develop a process to 
anticipate customer needs, or one to deliver new services that target customer value. The 
second departure of the Balanced Scorecard approach is to incorporate innovation processes 
into the internal-business-process perspective. As Kaplan, et aI., (1996:27) explain, 
traditional performance measurement systems focus on the process of 
delivering today's products and services to today's customers. They attempt to 
control and improve existing operations that represent the short wave of value 
creation. This short wave of value creation begins with the receipt of an order 
from an existing customer for an existing product (or service) and ends with 
the delivery of the product to the customer. The organization creates value 
from producing, delivering, and servicing this product and the customer at a 
cost below the price it receives. But the drivers of long term financial success 
may require an organization to create entirely new products and services that 
will meet the emerging needs of current and future customers. 
The innovation process, the long wave of value creation, is for many comparues a more 
powerful driver of future financial performance than the short term operating cycle. For 
many companies, their ability to manage successfully a mUlti-year product development 
process or to dcvelop a capability to reach entirely new categories of customers may be more 
critical for future economic performance than managing existing operations efficiently, 
consistently, and responsively. Ensuring that innovation is driven and measured is the 
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challenge of the Balanced Scorecard (Kaplan, et aI. , 1996). 
Relating this theory to First National Bank, it will be shown below (see 3.3 .1 - The vision of 
First National Bank and the role of innovation) that innovation is being driven, measured and 
rewarded in the bank. It is driven by means of an internal competition, measured at business 
unit level, and rewarded with fmancial incentives. However it does not form part of an 
integrated balanced scorecard approach. The implications of this are discussed below (see 
7.3. - Implications of the research). 
The first two of the three key areas where the need for innovation in the new paradigm has 
necessitated a change, namely organisational frameworks and organisational measurements 
have been discussed. The next section will discuss the third key area within which the need 
for innovation is driving change, namely organisational leadership. 
2.5. Leadership in the new paradigm 
As organisational paradigms have changed from strategy-structure-systems to people-
process-purpose, so too has the leadership needed to changed in order to meet the needs of 
these changing paradigms. Tichy and Devarma (1986, in Ristow, 1997:40) show how 
transactional leaders were, "suited to the more stable era of expanding markets and little 
competition that characterised the business environment before 1980". This is in contrast to 
the new paradigm which Kotter (1990) and Maree (1997) suggest characterises the 
contemporary business environment, which requires a full range framework which includes 
elements of both transactional and transformational leadership. 
This section will therefore present a review of the literature on the nature and definition of 
leadership. A comprehensive overview is given in order for the reader to be able to follow 
the changes in leadership theory that reflected the changes in the organisational paradigm. 
Included in the review wi ll be the traditional leadership theories that dominated in the old 
industrial paradigm to the full range leadership theories of the new industrial paradigm 
(Bartlett, et aI. , 1994). Full range leadership comprises elements of transactional and 
transfonnational theories (Brand, Heyl and Maritz, 2000). Traditional leadership theories are 
discussed in terms of the trait theory, the behavioural approaches and the 
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situational/contingency approaches. The new leadership theories namely transactional and 
transformational leadership are then discussed after which the integrated approach of full 
range leadership development theory is reviewed. 
2.5.1. Definitioll of leadership 
MuLlins (1999) states that there are numerous ways of looking at leadership and many 
interpretations of its meanings. Similarly Bass (1990, in Yuki, 1998) has suggested that in 
attempting to define leadership, the endless literature on leadership has created an ambiguity 
of meaning and an array of imprecise descriptions. 
A good starting point m defining leadership is to differentiate between leadership and 
management. Gerber, Nel and VanDyk (1996) identify the main difference between 
leadership and management is that a manager is a person who exercises the daily 
management functions of planning, leading, organising and controlling as a result of a formal 
position of authority held in an organisation. A leader, on the other hand, is any person 
capable of persuading other people (followers) to strive for certain goals (formal or 
informal), irrespective of position. As Manning (1997:200) states, "Managers are seen as 
those individuals who are capable of doing things right, while leaders are those who do the 
right things". 
Korter (\988, in Ristow, 1997:20) clearly demonstrates this distinction when he says, "during 
peacetime an army can perform its function with good administration and management but 
during war, although still needing competent management, it cannot fimction without good 
leadership". No one has yet discovered how to administer or manage people into battle. In 
the same way as the military during wartime, organisations throughout the world are 
searching for leaders who can help them deal with the economic warfare created by the 
turbulent hypercompetitive environment organisations find themselves in, in the new 
paradigm. 
Ristow (1997) suggests that an individual can be both a manager and a leader, however it is 
possible to be a manager and not a leader and vice versa. The implications of this argument 
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are that organisations should strive to place genuine leaders in positions of management, 
those who are capable of doing both 'things right' and the 'right things'. 
Bennis and Nanus (1985) suggest that generally leaders are people who are able to tum their 
beliefs and visions into reality, through the control and influence they exercise over other 
people. Similarly, Kotter ' s (1995:5) definition of leadership also stresses the importance of 
influence in leadership when he says leadership is, "the process of moving a group (or 
groups) in some direction through mostly non-coercive means". The role of influence also 
comes out strongly in the writings of Hellriegel, et aI., (2004) who suggest that leadership 
involves influencing others to act towards the attainment of a goal and it is based on 
interpersonal relationships, not administrative activities and directives. They (Hell riegel , et 
al., 2004) suggest people throughout an organisation can exercise leadership, and that the 
best organisations have effective leaders at all levels. 
Draft (1999) captures al l of these concepts best with a defmition of leadership tbat will be 
accepted for the purposes of this study. He (Draft, 1999:20) suggests, "leadership is an 
influencing relationship amongst leaders and followers who intend real changes that reflect 
their shared purpose n . Thus leadership involves people in a relationship, influence, change, a 
shared purpose of achieving a desired future, and taking personal responsibility for making 
things happen. 
Having provided a definition of leadership, before continuing, it is necessary to examine 
whether leadership in fact matters at all. 
2.5.2. Does leadership matter? 
At one time the question of whether leadership mattered was hotly debated (Lombardo and 
McCall, 1978; Meindl, Ehrlich and Dukerich, 1985; Pfeiffer, 1977). Hambrick (1989) 
cogently remarked on whether strategic leaders mat1er, "some do, some don't, and a lot more 
could". Thus consistent with Hunt (1991) the real question is not whether leadership matters, 
but rather under what conditions, when, how, and on what criteria (Boal and Hooijberg, 
2000). 
20 
Pfeiffer (1997) in questioning the impact of leadership on organisational perfonnance 
suggested that leadership is a sense-making heuristic to account for organisational 
perfonnance and is important primarily for its sense making role in organisations. Meindl , et 
aI. , (1987) suggest that the effects of leadership are "in the eyes of the beholder". Followers 
attribute many effects which actually are due to historical , economic, or social forces , to 
leaders. 
In elaborating on tillS school of thought Ristow (1997) suggests that in order for individuals 
to understand situations, they may attribute the success or failure of a situation that is actually 
influenced by other factors , to the ability of the leader. Leaders are only able to react to a 
situation and facilitate the adjustment of the organisation to the situation it fmds itself in, and 
only has limited control over the environment. However Ristow (1997) goes on to suggest 
that despite the fact that situational factors do playa role in organisational performance, one 
cannot simply sit back and be dictated to by the situation. Implicit in the definition of 
leadership provided earlier is the fact that it is a process of shaping behaviour and is therefore 
a key critical success factor in an organisation because it can be controlled to some extent. 
Similarly Bass (1990a) suggests that leadership behaviour should be able to shape the 
context, to some extent. 
Current conventional wisdom suggests that in aggregate, leadership does indeed matter 
(Cannella and Monroe, 1997; Day and Lord, 1988). According to Manning (1997 :9, in 
Ristow, 1997) Robert Goizueta, a past Chainnan of the Coca Cola Company, summed up the 
importance of leadership despite the environment when he said, " . .. we obviously have little 
control over global economic trends, cUlTency fluctuations and devaluations, natural 
disasters, political upheavals, social unrest, bad weather, or schizophrenic stock markets. We 
do however have complete control over our own behaviour". Additionally Napoleon 
expressed his opinion about the importance of leadership in his famous quip that he would, 
"rather have an army of rabbits led by a lion, than an army of lions led by a rabbit" (Bass, 
1990a:6). 
Cronje, Neuland, Hugo and Van Reenen (1987: 113, in Ristow, 1997) provide examples in 
the South African context of where the success or demise of certain organisations can be 
ascribed to a specific leader. Examples of successful leadership cited include Sol Kerzner at 
Sun International, Conrad Strauss at Barlow Rand and Anton Rupert at Rembrandt. Globally, 
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reference is often made to the leadership exploits of Richard Branson of the Virgiu Group, 
Bill Gates of Microsoft, Rupert Murdoch ofthe News Corporation. 
Conversely, poor leadership is often cited as one of the key problems in floundering 
organisations. Cogill (in Gerber, Nel and Van Dyk, 1996) demonstrated this concept through 
an investigation of successful and unsuccessful governments, which further strengthened the 
argument for the importance of leadership. More recently the sub-prime induced meltdown 
of the financial world bas been attributed to the lack ofleadersbip (Tbeobald, 2008). 
Explaining the importance of leadership, Bartlett, et al., (1994:80) suggest, "In the new 
paradigm success depends ou the intellectual capital of all employees, and leaders have to 
understand that buildings and machines can be owned, but people cannot". This is consistent 
with Quinn, et al., (1993) who hold similar views and suggest that in the global economy, the 
success of a corporation lies more in its intellectual and systems capabilities than in its 
physical assets . They (Quinn, et al. , 1993) conclude that the capacity to manage human 
intellect and to convert it into useful producis and services is fast becoming the critical 
executive skill of the age. 
Charlton (1993 :8) concurs with these views when he says, "the unique legacy of the leader is 
the creation of new institutions that survi ve over time, through constant organisational 
growth and renewal. Survival is dependant on the quality of an organisations leaders and 
their ability to optimise human resources". This statement ties in with the previous discussion 
on the changing organisational paradigm and the importance of innovation, and the 
leadership needed to drive this innovation, to ensure sustainable above average returns in the 
new paradigm. 
Various authors (Peters, 1987, Drucker, 1989, Handy, 1990) have talked about the need fo r 
and importance of change in leadership style to meet the cballenges of the new reality. Draft 
(1999 :10) emphasises tbis when he says, "knowledge and information, not buildings and 
machines have become the primary form of capital in the new reality". 
The major challenge facing leaders today is the changing world that needs a new paradigm of 
leadership. "The new reality involves a shift from stability to change, from control to 
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empowerment, from competition to collaboration, from focusing on things to building 
relationships, from uniformity to diversity" (Draft, 1999:25). 
The discussion above clearly shows that leadership in the new paradigm not only matters, but 
is key to institutional survival. Various frameworks have been developed to conceptualise the 
concept of leadership. These frameworks have developed into three basic theories of 
leadership that are known today. These three theories are discussed below. 
2.5.3. Leadership theories 
There are various theOlies and models of leadership, which attempt to explain the factors 
involved in the emergence of leadership, the nature of leadership, or the consequences of 
leadership (Bass, 1990). 
2.5.3.1. Illtroductioll 
The theories attempt to identify various leadership styles, which is the general manner in 
which leadership is practiced (Barling, Fullagar and Bluen, 1983). The models attempt to 
simulate reality and thereby show the interrelationship of the various factors that are 
conceived to be involved in the leadership process which takes place between leaders and 
followers (Ristow, 1997). 
A survey of leadership literature such as Robbins (1996), Ivancevich and Matteson (1993) 
and Tosi, Rizzo and Carroll (1994) indicates that there are three broad, but widely accepted 
approaches to leadership as well as a move to new approaches. Hellriegel, et al ., (2004) in 
describing these approaches suggest that fifty years ago the traits models of leadership were 
the most popUlar. Gradually as evidence accumulated, the traits models were replaced, first 
by behavioural models, and then by contingency models. Currently, the transformational 
model has many supporters, reflecting the efforts of many leaders to transform outdated 
forms of organisations into more competitive ones. 
Figure I below represents an attempt to categorise the various evolutionary approaches to 
leadership that will now be discussed. These can be categorised as those that are traditional in 
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nature (trait, behavioural and contingency approaches) and those that centre on new 
approaches to leadership, being transactional and transformational leadership. 
Figure 1 - Evolution of leadership approaches 
Traditional Leadership Approaches 
Trait 
Approach 
Behavioural Approach 
• Ohio State and 
University of Michigan 
Models 
• Managerial Grid 
Transactional Leadership 
D 
Situational/Contingency Approach 
• Hersey's and Blanchard's 
Situational Leaderhip 
• Houses Path-Goal Model 
Transformational Leadership 
~------------- -------------~ ~ 
New Leadership Approaches 
(Hayward, 2005) 
2.5.3.2. Traits approach 
The earliest research conducted on the concept of leadership focused on identifying the 
unique qualities or traits that appeared common to effective leaders - the idea that a leader 
was born and not made (Swanepoel, Erasmus, Van Wyk and Schenk, 2000). The leadership 
trait model was established in the early 1900s, and was the first attempt at understanding the 
nature ofleadership. 
The traits model is based on the assumption that certain physical , social, and personal 
characteristics are inherent in leaders (Bass, 1990b). According to this view the presence or 
absence of these characteristics distinguishes leaders from non leaders. Some of the key traits 
are physical (young to middle aged, energetic, striking appearance, tall, slender), social 
background (educated, socially prominent, upwardly mobile), and personality (adaptable, 
aggressive, emotionally stable, dominant, self-confident) (Hellriegel, et ai. , 2004). 
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If leaders were naturally born, as suggested by the traits model , then selection would be the 
key to effective leadership within an organisation rather than other factors such as training 
and development (Robbins, 1996). However research has not proved that traits consistently 
separate potential leaders from non-leaders (Fiedler, 1996), and research started to move 
away from assessing individuals in terms of traits, and towards assessing how leaders' 
behaviour contributes to the success or failure of leadership (Draft, 1999). 
2. 5.3.3. Behavioural models 
After discovering that leaders don ' t have a lmiform set of personal traits, researchers turned 
their attention to isolating behaviours that are characteristic of effective leaders. The 
behavioural approach to leadership suggests that a leaders' behaviour, not the leaders' 
personal characteristics, influence followers (Shriberg, Lloyd, Scriberg and Williams, 1997). 
Behavioural models of leadership focus on differences in the actions of effective and 
ineffective leaders. Unlike traits, behaviours can be observed and learned. The importance of 
this is that because leadership behaviours can be learned, individuals can be trained to lead 
more effectively (Hell riegel, et aJ., 2004). 
The main behavioural models include Theory X and Theory Y, the Ohio State University and 
University of Michigan Models, the Managerial Grid models, and more recently the 
Empowelment model , and the Leader-Member Exchange model. 
2.5.3.3.1 Theory X and theory Y 
McGregor (1960) suggested that assumptions and beliefs about individuals and how to 
motivate them often influence a leader's behaviour. Theory X and Theory Y are two 
contrasting sets of assumptions and beliefs that leaders hold about their subordinates 
(McGregor, 1960). Theory X suggests that managers who believe that people are motivated 
mainly by money, are lazy and uncooperative, and have poor work habits, will treat them 
accordingly. Such managers tend to use a directive leadership style. In contrast, theory Y 
suggests leaders who believe that their people work hard, cooperate, and have positive 
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attitudes will treat them accordingly and use a more participative leadership style (McGregor, 
1960). 
2,5,3.3.2, Ohio Stale University and University of Michigan models 
Researchers at Ohio State University took another approach to studying leadership styles. 
They asked employees to describe the behaviours of their supervisors. Based on the 
responses, the researchers identified two leadership styles namely considerate and initiating-
structure (Hellriegel, et aI., 2004). A considerate leadership style is characterised by concern 
for employee' s well-being, status, and comfort. The initiating-structure leadership style is 
characterised by active planning, organising, controlling, and co-ordinating of subordinate 's 
activities. Hellriegel, et aI. , (2004) suggest that used as the only approach, a forceful 
initiating-structure leadership style can lead to employee's grievances, twnover, and lower 
satisfaction in employees. However research suggests that effective leaders should exhibit 
both considerate and initiating-structure behaviours (Schriesheim and Bird, 1979). 
Researchers at the Univers ity of Michigan undertook similar studies of leadership 
behaviours. They classified leader' s behaviours as either production-centred or employee-
centred (Hell riegel, et a!. , 2004). Production-centred leadership style sets standards, 
organises and pays close attention to employees work, keep production schedules, and stress 
results. Those who have an employee-centred leadership style encourage employees to 
participate in decisions and make sure that they are satisfied with their work (Hellriegel , et 
a!., 2004). Researchers found that employee-centred leaders were more likely to be in charge 
of high-perfonnance teams than were production-centred managers (Likert, 1979). 
2.5.3.3.3. Managerial grid models 
Developed by Robet1 Blake and Jane Mouton, the managerial grid model identifies five 
leadership styles that combine different proportions of concern for production (similar to the 
initiating-structure and the production-centred styles) and concern for people (similar to the 
consideration and employee-centred styles) (Blake and Mouton, 1964). These styles can be 
plotted on a grid as reflected below (see Figure 2 - Managerial grid model) . 
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Figu re 2 - Managerial grid model 
~ 
Country Club style (1,9) ... 
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I~ 
Middlc·of-thc.·road stYle (5.5) 
t- Impoverished style (1.1 ) Produce or peri sh style (9.1) 
.c 
"h 
Concern for Production 
(Hellriegel, et aL, 2004:291 ) , 
At the lower left-hand corner of the grid is the " impoverished style", characterised by low 
concern for both people and production, The primary objective of managers who use this 
style is to stay out of trouble, At the upper left hand point is the "country club" style 
identified as a high concern for people and a low concern for production, Attention to the 
need for satisfying relationships leads to a friendly, if not necessarily productive atmospbere 
and work tempo, A high concern for production and a low concern for people are reflected in 
the lower right hand corner and is known as the "produce or perish" style, Effective leaders 
recognise that this is only a short term solution, In the middle of the grid is the 'middle of the 
road" style characterised by leaders who seek a balance between workers needs and the 
organisations productivity goals, Adequate performance is obtained by maintaining 
employees moral at a level sufficient to get the work done, The upper right hand corner 
represents the tearn style, which shows high levels of concern for both people and production 
(Hellriegel, et aI. , 2004) , 
According to Brand Pretorius, Chief executive of McCathy Motors (a top forty South African 
company) effective leadership is not only about being soft hearted, it is al so about results 
(Pretorius, 2001, in Hellriegel, et aL , 2004) , Accordingly the preferred style would be the 
"tearn style" where leaders attempt to establish cohesion and foster feelings of commitment 
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amongst workers. By introducing a common stake in the organisations purpose, the leader 
builds a relationship of trust and respect. 
The behavioural models described so far were developed prior to the 1990' s. More recently a 
new behavioural model known as the "empowerment model" has been developed. This 
model reflects a leader sharing his influence and control with followers. In so doing the 
leader involves employees in deciding how to achieve the organisations goals, thus giving 
them a sense of meaning, competence, self-detennination, and impact. Empowerment leaders 
recognise that their job isn' t to create follower who are dependant on them, but to help 
people learn how to lead themselves (Hellriegel, et aI. , 2004). Peter Cox, the Chief Executive 
of Sasol (another top forty South African company), captures this thought when he 
suggested, "Good leaders have vision, but also the ability to enthuse those around them" 
Barron (2001 , in Hellriegel, et a!. , 2004). 
2.5.3.3.4 Leader-member exchange model 
The behavioural models described so far are based on the assumption that a leader behaves 
the same way towards all the followers in a group. However researchers have theorised that 
leaders use different styles with different followers Graen and Scandura (1987, in Hell riegel, 
et a!. , 2004). Now known as the leader-member-exchange (LMX) model , this model states 
that a leader forms a unique one-on-one relationship with each follower. The quality of this 
relationship can vary from low to high. In a low quality relationship the basis for exchange 
between supervisor and subordinate is their economic contract. In a high quality relationship, 
the supervisor and subordinate develop a more positive relationship, in which each trusts the 
other. Subordinates in high quality relationships perform better on required job tasks, have 
better attendance records, and in general are viewed as good organisational citizens who are 
willing to exceed the minimum required of them (Gerstner and Day, 1997). 
2.5.3.3.5. Summary of behavioural models 
Behavioural models have added greatly to the understanding of leadership. The focus has 
shifted from leader's traits towards what 'leaders do (behaviours). The main criticism of these 
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models is their failure to take situational factors into account (Ivancevich and Matteson, 
1993). Leadership behaviours that are appropriate in one situation aren 't necessarily 
appropriate in another. Because the behavioural models failed to uncover leadership styles 
that were consistently appropriate to all situations, other models of leadership were devised. 
The next step in the evolution of knowledge about leadership was the creation of the 
contingency or situational models. 
2.5.3.4. Contingency Models 
2.5.3.4.1 . Introduction 10 contingency models 
According to contingency models of leadership the situation determines the best style to use 
(Yuki, 1998). Situational factors include; maturity of followers, traits, task structure, types 
and use of power, leader-follower relations, decision making requirements, and employees 
needs (Hellriege1, et al. , 2004). No single contingency model encompasses all these factors . 
The four most influential contingency models of leadership are Fiedler's contingency model, 
Hersey and Blanchard's situational model, the House's path-goal model, and the leader-
participation model (Hellriegel, et aI., 2004). These models are discussed below. 
2. 5.3.4. 2. Fiedler 's contingency model 
Fiedler's contingency model suggests that successful leadership depends on matching a 
leader' s style to a situations demands. In other words, each leadership style is most effective 
when it is used in the right situation (Fiedler, 1967). According to Fiedler' s model, the 
manager has to understand his or her own leadership style, diagnose the particular situation, 
and then match style and situation (Hellriegel, et a!. , 2004). 
The models greatest contribution may be its redirection of research in the field, rather than 
the provision of any concrete answers. It has caused researchers to examine the situation 
more closely before attempting to find the leadership styles most appropriate to them. Fiedler 
(1967) pointed out that a leader cannot be labelled good or poor, rather the leader may 
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perform well in one situation, but not in others. Organisations can gain better leadership by 
making the situation more favourable or shifting the leader to a situation that better matches 
the individual' s style (Potter and Fiedler, 1993). 
2.5.3.4.3. Hersey and Blanchard 's situational leadership model 
Hersey and Blanchard' s Situational leadership model suggests that the levels of directive 
(similar to initiating-structure and production-centred) and supportive (similar to considerate 
and employee-centred) leader behaviours be based on the level of readiness of the followers 
(Hersey and Blanchard, 1993). In contrast to Fiedler who believes that a leader' s style is 
relatively rigid, Hersey and Blanchard emphasise a leader' s flexibility to adapt to changing 
situations (Hellriegel, et aI., 2004). The idea that leaders should be flexible with respect to 
the leadership styles they use is appealing. However the leader must constantly monitor the 
maturity levels of followers in order to determine the combination of directive and supportive 
behaviour that is most appropriate. An inexperienced employee may perform as well as an 
experienced employee if properly directed and closely supervised. If the leader's style is 
appropriate, it should also help followers gain more experience and become more competent. 
Thus as a leader helps followers evolve, his or her leadership style also needs to evolve 
(Hellriegel , et aI. , 2004). 
2.5.3.4.4. House 's path-goal model 
Another contingency model was developed by Robert House. House' s path-goal model 
indicates that effective leaders clearly specify the tasks, reduce bruTiers to task achievement, 
and increase opportunities for task-related satisfaction thereby clarifying the path, or means, 
by which employees can attain job satisfaction and improve performance (Hellriegel, et aI. , 
2004). The leaders function is to motivate subordinates and help them reach their highly 
valued, job related objectives. The specific sty le of leader behaviour exhibited should be 
determined by two contingency variables, namely employee characteristics and task 
characteristics (Hellriegel, et aI. , 2004). 
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Employees performing routine and simple tasks have reported greater task satisfaction when 
leaders provide supportive rather than directive leadership (Hell riegel, et aI., 2004). 
Employees performing non-routine and complex tasks have reported higher productivity 
when leaders provide directive leadership, but they haven't necessarily reported greater job 
satisfaction (Hellriegel , et al. , 2004). 
Like Fiedler's model and Hersey and Blanchard model, House' s model indicates that 
participative leadership styles aren ' t always effective. A participatory style is needed most 
when employee 's acceptance of a decision is important, when the leader doesn 't have some 
of the infoDnation needed to make a decision, and when a problem is unstructured. Directive 
or task orientated leadership seems to work better when employees don' t share the managers 
and/or organisations goals, when the production schedule is tight, and when employees are 
receptive to top-down decision making (Wofford and Liska, 1993). 
2.5.3.4.5. Leader-participation model 
One of the more recent contributions to the contingency approach is the leader-participation 
model proposed by Victor Vroom and Philip Yetton and revised by Arthur Jago. The leader-
participation model provides a set of rules to determine the amount and form of participative 
decision making that should be encouraged in different situations. Recognising that a task 
can be either structured or unstructured, the researchers suggest that the leader' s behaviours 
be adjusted to the task structure. This model provides a sequence of rules for a leader to 
follow in determining the form and amount of employee's participation in decision making 
(Vroom and Jago, 1988). 
The model also provides a guide for detem1ining the type and degree of subordinate 
participation in decision making. Leaders use participation when the quality of the decision is 
in1portant, when subordinates should accept the decision and they are unlikely to do so unless 
they are allowed to have some say in it, and when subordinates can be trusted to strive for 
organisational rather than individual goals (Field and House, 1990). The model also stresses 
that the situation, not the leader, should receive attention. Along with Heresy and 
Blanchard' s model and House's model, the leader participation model states that a leader can 
adopt different styles of leadership to meet the demands of different situations. However not 
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aU leaders can do what is suggested by the model. Although they may know how they should 
behave, they may lack the ability to tailor their behaviour to meet the specific situation 
(Hellriegel, et aI. , 2004). 
2.5.3.4.6. Summaty of contingency models 
The contingency models demonstrate the importance to a leader of situational factors and 
followers characteristics. Successful leaders are adept at recognising the requirements of the 
situation and the needs of the fo llowers and then adjusting their own leadership style (or the 
situation) accordingly. Contingency models imply that leaders should be able to adapt their 
behaviour to the different conditions they may face. 
Hollander (1986) points out that due to the nature of the contingency approaches, a major 
limitation is that it suggests that leadership is contingent on a condition of traits and 
situations involving an exchange or a transaction between leaders and followers. In other 
words, in its simplest fo rm, this basic approach assumes that followers respond to leaders in 
terms of rewards for desirable behaviour or discipline for undesirable behaviour. Likewise, 
Bass (1990a) points out that due to the transactional nature of, not only the contingency 
approach, but also the trait and behavioural approaches, they focused mainly on human 
needs, thus failing to take higher order needs into account. Robbins (1996) suggests that 
basic motivational theories like Maslow's "Hierarchy of Needs", and McClelland's "Theory 
of Needs" demonstrate that individuals are motivated to perform by more than just tangible 
rewards. Likewise, Bass (1990a) notes that leadership research over the years has proved that 
loyalty is more powerful than tangible inducements. Additionally he (Bass, 1990a) also felt 
that these basic approaches also lacked rigour, generality and the opportunity to employ 
standard measurements. He suggested that these approaches had not been rigidly tested in 
practice and that they were too specific either in defining leadership in terms of traits, 
behaviours or situations. 
The new theories of leadership evolved in reaction to these limitations, and the fact that the 
traditional models had become increasingly sophisticated and difficult to implement (Carlton, 
1993). 
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2.5.3.5. A move towards flew leadership approaches 
In the old paradigm, "leadership theory has, inter alia, centred on firstly autocratic versus 
democratic leadership approaches, and secondly on directive versus participative 
management" (Brand, et al. , 2000:69). As organisations entered the new paradigm a new 
style of leadership, one that is less bureaucratic and more democratic is needed in order to 
ensure the survival of organisations (Jolmson, 1995). Consequently a new style of leadership 
has emerged in order to ensure the survival of organisations and to overcome the limitations 
ofthe trait, behavioural and contingency theories of the past (Hayward 2005). 
In the new information age paradigm increasing attention has been paid to the 
transformational styles of leadership that promote the development of individuals, 
innovation, teams, and organisations. Brand, et aI., (2000) suggest that related to this change 
of emphasis bas been the growing awareness of a so called ' charismatic ' leadership style as a 
'strong' force of leadership. They (Brand, et aI., 2000:69) suggest that, 
a higher order change in performance and satisfaction also became eminent as 
leaders came to realise that there is more to a group than merely the 
transactional agreement of exchange and reward between leader and follower. 
The shift from quantity to quality also started to emerge with a concomitant 
change in attitudes, motivational levels and creativity. This change in focus, 
from being purely task driven to developing individuals, can be refelTed to as 
an inherent and definite change in leadership approach. 
In the past few years, many top managers around the world have realised that they will have 
to make significant changes in the way things are done if their organisations are to survive 
(Hell riegel , et aI., 2004). As a result many new leadership studies have taken place in recent 
years. Renowned leadership theorists such as Bums (1997), Bass (I 990a), Stodgill (1974), 
and Avolio, Waldman and Yammarino (1991), to name a few, have completed extensive 
leadership research. As a result a new theory, termed transfonnationalleadership, also known 
as full range leadership has been identified as the most appropriate style of leadership needed 
by top managers for organisations in the new paradigm (Bass, et aI., 1997). 
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This new leadership approach suggests that there are two views of leadership namely, 
transactional and transformational leadership (Bass, I 990a). It is important to note however 
that transformational leadership is not an alternative to transactional leadership, it is a 
necessary supplement to it (Brand et aI., 2000). When these two leadership styles are 
practiced together they form a leadership style known as full range leadership. Full Range 
Leadership is no new gimmick, Winston Churchill practiced it, as did Martin Luther King, 
Charles de Gaulle, John F Kennedy, Lee Iacocca, Andrew Carnegie, Dwight Eisenhower, 
MalJatama Gandhi, and closer to home, Nelson Mandela. Additionally, Bass and Avolio, who 
developed this model of leadership have demonstrated through research that the principals of 
transformational leadership can be learned (Bass, et aI ., 1997). 
The concepts of transactional and transformational leadership will be explored below. The 
driving forces behind the move from the transactional leadership style, to the 
transformational leadership style is also discussed. This will be followed by a discussion on 
the concept of full range leadership. 
2.5.3.5.1. Transactional leadership 
This is a leadership style that was suitable and effective in the industrial paradigm. Bass, et 
aI., (1997) describe the transactional leadership style as being based on traditional 
bureaucratic authority and legitimacy. They (Bass, et aI., 1997) suggest transactional leaders 
are able to entice subordinates to perform and thereby achieve desired outcomes by 
promising them rewards and benefits for the accomplishment of tasks. A typical transactional 
leader normally follows a personal agenda, with no real concern for the welfare of his 
followers, and others are regarded as instrumental or detrimental to the accomplislunent of 
the transactional leader' s personal goals (Brand, et aI., 2000). An archetypal transactional 
leader enters into agreements purely to satisfy his own personal goals or agenda (Brand, et 
aI. , 2000). Transactional leadership is a style that is averse to risk and, of importance to this 
dissertation, Iowan innovation (Bass, et a!., 1997). 
The transactional leader is unable to develop others through delegation. According to 
Kuhnert (1994, in Brand, et aI. , 2000:70), "delegation is strictly an exchange agreement, as 
responsibility is given to others in exchange for the fulfi lment of an actual or perceived 
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agreement that empbasises control, accountability and clear lines of authority". Brand, et aI 
(2000) explain how this can soon lead to resentment if the individual no longer sees this 
exchange as beneficial. Resentment usually occurs because the individual starts to feel as if 
he is being dumped with certain tasks. One reason for feeling being dumped on is due to 
leaders often choosing to delegate those tasks which they find undesirable onto others and 
delegation is therefore not viewed as an opportunity to develop followers to a higher 
potential level, but as a transfer of undesirable tasks. The true reason for a leader' s inability 
to delegate challenging tasks, is an inherent mistrust of the ability of subordinates to fulfil 
certain task (Brand, et aI. , 2000). "Transference of unfavourable tasks, rather than the 
delegation of challenging tasks, will ultimately result in lack of respect for the leader" 
(Brand, et aI., 2000:70). 
2.5.3.5.2. Components of transactional leadership 
There are four components of transactional leadership namely; contingent reward, active 
management-by-exception (MBE-A), passive management-by-exception (MBE-P), and 
laissez-fair (Brand et aI., 2000). These components are discussed below. 
Contingent reward is a reasonably effective or constructive model of leadership, as the leader 
assigns projects by promising or providing actual rewards, in exchange for the satisfactory 
execution of an assignment (Brand, et aI., 2000). Contingent reward has been found to be 
reasonably effective, although not as much as the transformational leadership (see 2.5.3 .5.4. -
Transformational leadership), in motivating others to achieve higher levels of development 
and performance (Bass, et aI., 1994). 
Management-by-exceplion is a conective type of leadership transaction that is more 
ineffective than the contingent reward transaction. It can be either passive (reactive) or active 
(proactive). When active (MBE-A), the leader arranges to actively monitor deviances from 
set standard in the followers assignments. He will subsequently take conective action 
(proactively) where necessary, that is when mistakes or errors occur. When passive (MBE-
P), the leader reactively waits for deviances, mistakes and errors to occur and only then takes 
conective action where necessary (Brand, et aI. , 2000). 
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Laissez-faire is the "complete avoidance or absence of leadership, a style of leadership that is 
most ineffective and inactive" (Brand, el aI., 2000:70). Individuals who follow a laissez faire 
leadership style are called social loafers (Howell and Avolio, 1993). 
Transactional leadership therefore occurs when one person takes the initiative in making 
contact with others for the purpose of the exchange of something valued, "thus leaders 
approach followers with an eye to negotiation, the focus of the leader is either to correct a 
problem or to establish an agreement to increase the probability of achieving a positive 
result" (Brand, et aI., 2000:70). Figure 3 below provides a short summary of the transactional 
leader, his major attributes, view of others, leadership philosophy, follower philosophy, and 
major blind spots in delegation. 
Figure 3 - The transactional leader 
Major Attributes 
• Operates out of own needs and agenda 
• Manipulates others and s ituations 
• Seek concrete evidence of success 
View of Others 
• Others seen as/acUila/ors or obstacles 10 meeting own goals 
• Others seek own payoff' and can be manipulated with that knowledge 
Leadership Philosophy 
• Play by my rules and I will get you what you want. 
Followers Philosophy 
• Let me know what you want and I will get itfor Y OIl (if you take care of my needs) 
Major Blind Spots in Delegation 
• Let lII e know what you want and I will gel it for YOIl (if you take care of my needs) 
• Cannot thinkaboUi others as thinking about himself: lack of trust 
• Does not understand Ihal some people will forego immediate payojfs 10 maintain a relationship of 
mutual (rust or respect, 
Kuhnert (2000 in Brand, et aI. , 2000:72). 
2.5.3. 5.3. From transactional to transformalionalleadership 
In the old paradigm, it was possible for a truly sllccessful transactional leader to be a good 
manager as they tend to be very good at the traditional management functions of planning 
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organising, directing and control which call for task-orientated leaders (Kuhnert, 1994, in 
Brand, et aI., 2000). However with the changing requ.irements of the information age came 
the recognition that the controller does not have all the answers (Charlton, 1993). "The 
control orientation, so much a part of the culture of hierarchical organ.isations, has produced 
conditioned responders - people who hear and receive only the input for which they have a 
response. These dinosaurs of the information age are increasingly isolated as they teeter 
precariously on the edge of extinction" (Charlton, 1993 :9). Thus the transactional leadership 
style is not well suited to the new paradigm in which spontaneous innovation from the 
workers at the frontl ine is becoming a prerequisite to creating a sustainable competitive 
advantage. 
It was against this background that transformational leadership started to emerge as, 
"something more than the compliance of followers or the establishment of agreements. It 
(transformational leadership) involves a shift in the followers beliefs, values, needs, and 
capabilities" (Brand, et aI., 2000:70). The point at which transactional leadership moves into 
transfonl1ationalleadership, or put another way, the point where transformational leadership, 
in terms of its effect on the follower sense of satisfaction and performance, adds to the 
transactional exchange process, comes when the leader realises that he must be willing to 
address a followers sense of self worth to engage hin1 in being committed and fully involved 
in the challenges at hand (Brand, et a!. , 2000). 
In summary, transactional leadership, particularly contingent reward provides a broad basis 
for effective leadership, but a greater amount of effort, effectiveness, innovation, risk taking 
and satisfaction is possible from transactional leadership if it is augmented by 
transformational leadership (Brand, et aI. , 2000). It is time now to discuss transformational 
leadership. 
2.5.3.5.4. Transformational leadership 
Transformational leadership addresses the inherent limitations in previous leadership theories 
(see 2.5.3.4.6. - S=ary of Contingency Models). It de-emphasises theoretical complexity 
and looks at leadership more in the way a lay person would view the subject (Robbins, 1996). 
It has rigour, generali ty and the opportunity to employ standard measurements and it 
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provides a holistic view of leadership with universally accepted principals which if 
employed, should result in the improved effectiveness of the organisation (Robbins, 1996). 
In prevIOus research Ristow (1997) found a strong positive relationship between 
transformational leadership and organisational effectiveness, and Hayward (2005) found a 
strong positive relationship between transfOimational leaders and the effectiveness of their 
followers . Additionally, it moves beyond the exchange-based relationship of transactional 
leadership. Transformational leaders are responsible for motivating their employees to go 
beyond ordinary expectations by appealing to their higher order needs and moral values 
(Bass, 1998). In other words, followers are focused on long term interests rather than short 
term satisfaction. 
The key point in the entire discussion of the relevance of the transformational leadership 
approach is that while transactional leadership can result in expected performance, the 
transfonnational leadership style can result in performance beyond expectations. Bass 
(1 990a) refers to Tom Peter's book, ' In Search of Excellence" where it is argued that many 
firms identified by Peters as excellent, have large numbers of transformational leaders. 
2.5.3.5.5. Definition of transformational leadership 
We have seen under the discussion above (see 2.5 .3.5.1. - Transactional leadership) that the 
focus of a transactional leader is to correct a problem or to establish an agreement to increase 
the probability of achieving a positive result. Transformational leadership on the other hand 
is more than the compliance of followers or the establishment of agreements, instead it 
concerns a shift of the follower'S beliefs, values, needs and capabilities (Brand, et al. , 2000). 
Ultimately transformational followers become leaders in their own right (Bass, 1994). 
Kuhnert (1994, in Brand, et al ., 2000:73) suggests "transformational leaders are people who 
motivate others to do more than was originally planned or more than they thought possible. 
They typically set more challenging tasks and achieve greater performances from their 
subordinates, followers, colleagues, clients, and even their bosses, than previously thought 
possible. These leaders also broaden and enlarge the interests of those they lead". 
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Transformational leaders motivate others to do more than they originally intended and often 
more than they thought possible. They set more challenging expectations and typically 
achieve higher performances (Bass, et aI., 1994). Quite simply, transformational leadership is 
leadership by motivating. Transformational leaders provide extraordinary motivation by 
appealing to follower's ideals and moral values, and inspiring them to think about problems 
in new ways (Howell, et aI., 1993). They are people who motivate others to do more than 
was originally planned or more than they originally thought possible. They typically set more 
challenging tasks and achieve greater performance from their subordinates, followers, 
colleagues, clients and even their bosses than previously thought possible. These leaders also 
broaden and enlarge the interests of those they lead (Brand, et aI., 2000). Figure 4 below lists 
the major attributes of the transformational leader. 
Figure 4 - The transformational leader 
Major Attributes 
• Concerned about values, ethics, standards and long term goals. 
o Self-contained and self-defining. 
View of Others 
• Able to grant others autonomy and individuality. 
o Concerned about others without feeling responsibility for their self-esteem. 
Leadership Philosophy 
• Articulates clear long-term standards and goals 
• Bases decisions on a broad view a/the situation, nOljust immediate/actors. 
Followers Philosophy 
• Give me autonomy 10 pursue broad organisational goals. 
o Do not ask me to compromise my own values or standards of self-respect, unless it islor the good of 
(he group or organisation. 
Major B lind Spots in Delegation 
o Can be too self-contained and reluctant to delegate. 
o May become isolated in leadership role. 
Kuhnert (1994 in Brand, et aI. , 2000 :74) 
From this table it is clear (hat the transformational leader is self defining in that he has a clear 
sense of internalised values, beliefs, and ideals. These leaders tend to inculcate a strong sense 
of self worth that al lows them to make decisions that are not popular even though the actions 
are in the best interest of the organisation and the individuals serving it. These leaders have a 
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strong sense of inner purpose and direction, two qualities that have always seemed to form 
the bedrock of all true visionary leaders (Brand, et aI. , 2000). 
2.5.3.5.6. The components oJtransJormationalleadership 
Transformational leaders do more with colleagues and followers than set up simple 
exchanges or agreements. They behave in ways to achieve superior results by employing one 
or more of the "four 1's", namely ideaLised influence, inspirational motivation, intellectual 
stimulation and individualised consideration (Avolio, Waldman and Yammarino, 1991). 
Idealised influence sees transformational leaders behaving in ways that result in their being 
role models for their fo llowers (Brand, et ai., 2000). These leaders are admired respected and 
trusted. Followers identify with the leaders and want to emulate them. Amongst the things 
the leader does to earn this credit is considering the needs of others over his own personal 
needs. The leader shares risk with the others and is consistent rather than arbitrary. He can be 
counted on to do the right thing, demonstrating high standards of ethical and moral conduct. 
He or she avoids using power for personal gain (Bass, et ai. , 1994). Idealised influence has 
two main components, namely idealised attributes (also called attributed charisma) and 
idealised behaviours (Ristow, 1997). 
With inspirational motivation transformational leaders behave in ways that motivate and 
inspire those around them by providing meaning and challenge to their followers work. Team 
spirit is aroused, enthusiasm and opportunism displayed and the leader gets followers 
involved in envisioning attractive future states. The leader creates clearly communicated 
expectations that followers want to meet and also demonstrates commitment to goals and the 
shared vision (Bass, et aI., 1994). Such leaders inspire those around them by giving meaning 
10 their work and by challenging them to envision an attractive future for themselves and the 
company for which they work (Brand, et aI., 2000). 
With intellectual stimulation transformational leaders stimulate their follower's efforts to be 
innovative and creative by questioning assumptions, reframing problems, and approaching 
old situations in new ways. Creativity is encotu"aged. There is no public criticism of 
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individual member's mistakes. Innovative solutions are solicited from followers, who are 
included in the process of addressing problems and finding solutions. Followers are 
encouraged to try new approaches, and their ideas are not criticised because they differ from 
the leaders ideas (Bass, et aI. , 1994). Intellectual stimulation has as its core outcome creative 
freedom (Brand, et aI. , 2000). 
Finally individualised consideration sees transformational leaders pay special attention to 
each individuals required needs for achievement and growth by acting as a coach or mentor. 
Followers and colleagues are developed to successively higher levels of potential (Brand, et 
aI., 2000). Bass, et aI., (1994) provide the following example of how individualised 
consideration is practiced. New learning opportunities are created along with a supportive 
climate. Individual differences in terms of needs and desires are recognised. The leader's 
behaviour demonstrates acceptance of individual differences (e.g. some employees receive 
more encouragement, some more autonomy, others furner standards, and still others more 
task structure). A two way exchange in communication is encouraged, and "management by 
walking around" work spaces is practiced. Interactions with followers are personalised (e.g. 
the leader remembers previous conversations, is aware of individual concerns, and sees the 
individual as a whole person rather than as just an employee). The individually considerate 
leader listens effectively. The leader delegates tasks as a means of developing followers. 
Delegated tasks are monitored to see if the followers need additional direction or support and 
to assess progress. Ideally followers do not feel that they are being checked on. 
It must be noted that it is the combination of both transactional and transformational 
leadership into full range leadership, rather than the exclusion of one in favour of the other, 
that represents optimal leadership behaviour (Bass, et ai., 1997). The concept of full range 
leadership will now be discussed. 
2.5.3.5.7. Full Range Leadership - transactional and transformational leadership 
Avolio and Bass (2000, in Brand et aI. , 2000:72) suggest, 
constructive and especially corrective transactions may have only marginal 
impact on followers unless accompanied by one or more components of 
transformational leadership for getting the most out of transactions, the 
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follower needs to feel valued by the leader, the follower needs to find 
meaning in what he is doing, the follower needs a sense of ownership for what 
being done. Transactional leadership, particularly contingent reward, provides 
a broad basis for effective leadership, but a greater amount of effort, 
effectiveness, innovation, risk taking and satisfaction is possible from 
transactional leadership jf it is augmented by transformational leadership. 
It is important to note however that transformational leadership is not an alternative to earlier 
leadership styles, it is a necessary supplement (Brand, et aI., 2000). Research data clearly 
shows that transformational leaders are more effective than transactional leaders, regardless 
of how effectiveness has been defmed (Brand, et aI. , 2000). However it is the combination of 
both, rather than the ex.clusion of one in favour of the other, that represents optimal 
leadership behaviour. 
This concept of effectively using a combination of leadership styles is clearly demonstrated 
by Bass, et aI. , (1997) in their full range leadership development model. This model includes 
the four I's of transformational leadership as well as transactional leadership behaviour and 
laissez-faire (avoidance or absence of leadership) behaviour. 
An optimal leadership style profile is shown in Figure 5 below. In this figure the third 
dimension (depth) represents how frequently an individual displays a particular style of 
leadership. The active dimension helps clarify the style, and the effectiveness dimension 
broadly represents the impact of the leadership style on performance. Tn this example the 
leader infrequently displays laissez-faire leadership and increasing frequencies of the 
transactional leadership styles of management by exception both passive (MBE-P) and active 
(MBE-A), as well as contingent reward (CR). This optimal profile shows the 
transformational Four 'I's' as they are most frequently displayed. In contrast, the poorly 
performing leader's profile, would tend towards inactivity and ineffectiveness, and is 
opposite to that of the optimal leadership style. 
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Figure 5 - Optimum leadership style using Full Range Leadership 
Four J's 
Contingelll Reward 
MBE·A 
MBE·P 
Ineffective 
Laissez-fair 
(Bass, et aI. , 1994:5) 
2.5.3.5.8. Full Range Leadership - previous studies 
Transformational leadership has emerged as one of the most extensively researched 
leadership paradigms to date (Bass, 1985). Perhaps the reason that research on 
transformational leadership has become somewhat self-sustaining is that positive results 
continue to emerge on the effects of transformational leadership (Hater and Bass, 1988). 
It has been found in numerous workshops conducted in a wide variety of organisational 
settings and cultures, that when participants were asked to describe their ideal leader, they 
tended to describe characteristics associated with transformational, as opposed to 
transactional leadership most frequently (Avolio, et al. , 1991). This is supported by more 
recent research in organisational behaviour by Dubinsky, Yammarino and Jolson (1995) who 
found that transformational leadership can engender improved employee outcomes in many 
types of organisations. 
Employee satisfaction is also directly related to the follower ' s feelings about the leader. Bass 
(1990b) also found that managers who behave like transformational leaders are more likely 
to be seen by their colleagues and employees as satisfYing and effective leaders than those 
who behave like transactional leaders. 
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Many research studies have been conducted in business and industry, government, the 
military, educational institutions, and non-profit organisations, all of them showing that 
transformational leaders, as measured by the survey instruments derived from the Bass and 
Avolio model, were more effective and satisfying as leaders than transactional leaders 
although the best of leaders frequently do some of the latter but more of the former. Follow 
up investigations have shown that developing transformational leadership with training in the 
four 1's can enhance effectiveness and satisfaction as a leader (Bass, et ai. , 1994). 
It is important to state again the point made under the discussion of 'Full Range leadership ' 
above, that transformational leadership is not an alternative to earlier leadership styles, it is a 
necessary supplement (Brand, et ai. , 2000). Research data clearly shows that transformational 
leaders are more effective than transactional leaders, regardless of how effectiveness has 
been defined (Brand, et aI. , 2000). However it is the combination of both transformational 
and transactional leadership, rather than the exclusion of one in favour of the other, that 
represents optimal leadership behaviour. In terms of research, leaders studies by researchers 
such as Hater and Bass (1988) and Howell, et ai. , (1993) have come from an extremely broad 
variety of organisations. Chief Executive Offices and senior and middle managers and 
supervisors in business and industrial firms in the United States, Europe, Canada, Japan, 
India and to a lesser extent, Africa, have all been investigated, in terms of the 
transformational leadership theory. In these studies, evidence has constantly been found 
supporting the transactional-transformational leadership paradigm (Bass, 1990). 
In the South African context, Ristow, Amos and Staude (1999) studied the relevance of 
transfOlmationalleadership in the sporting arena of South African cricket. At the time of the 
study, the United Cricket Board of South Africa had achieved much success and, considering 
tlmt few studies of leadership had been conducted in sport, the cricket board provided the 
context to test the proposition that transformational leadership results in improved 
organisational effectiveness. The results of the study indicate a positive relationship between 
transformational leadership and organisational effectiveness in cricket, permitting the 
researchers to conclude that the results provided support and evidence of the applicabiJity of 
the transformational leadership theory in the context of South African cricket. 
In another South African study of two hundred and seven employees, including leaders and 
their corresponding subordinates, in a South African Pharmaceutical Company, a significant 
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relationship between transformational leadership and individual employee's performance was 
identified (Hayward, 2005). The results of this study support the findings of other South 
African and international studies suggesting the strong, positive effects transformational 
leaders have on the effectiveness of their followers . 
Studies examlrung the relationship between transformational leadership and innovation 
include Howell , et aI., (I993) who found a positive relationship between transformational 
leadership behaviours and innovation. Likewise Bruce and Scott (1994) found a positive 
relationship between individual innovative behaviour and leadership. Smit and Visser (2005) 
also found a significant positive relationship between the characteristics of an entrepreneur 
and the characteristics of a transformational leader in South African SME' s. In a study on the 
social composition of the top management of 199 banks in America, authors Bantel and 
Jackson (1989) found innovative banks are managed by more educated teams who are 
diverse with regards to their functional area of expertise. In a study on leadership, 
organisational cltiture and organisational innovativeness, Kristina (2004) found that 
examining the link between leadership and organisational culture is important for 
understanding how leadership and innovation are related. Chang and Lee (2006) found a 
correlation between leadership style and employee irul0vation ability in a study on Taiwanese 
wire and cable companies. 
After a review of the literature on transformational leadership and innovation in the South 
Africa banking industry, no reference to this research context could be found (see Chapter 7 -
Discussion). 
2.6. Chapter summary 
This chapter has shown how the shift from the old 'Industrial Age Paradigm' to the new 
' Information Age Paradigm' has seen the role of iill1ovation in an organisation grow to 
become one of the key drivers of organisational success (Draft, 1999). Organisational Sllccess 
in the new paradigm is dependant on the organisations ability to generate above average 
returns (Hitt, et aI. , 2005). Above average returns are in turn dependant on the ability of an 
organisation to create a sustainable competitive advantage. A sustainable competitive 
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advantage anses when an organisation builds a core competency around an intangible 
resource which is valuab le, rare, non substitutable, and costly to imitate (Hitt, et al. , 2005). 
Relating innovation to this theory, the ability to innovate is an intangible resource and has the 
potential to be valuable, rare, nOD-substitutable, and costly to imitate and consequently it has 
the potential to be a core competencies. Core competencies such as this ultimately create a 
sustainable competitive advantage (Hitt, et al. , 2005:84). 
This need for innovation, driven by the changing organisational paradigm, is in turn driving a 
paradigm change in organisational structure in three important areas which were reviewed ill 
this chapter. These thee areas of change are; the organisational leadership framework (from 
stTategy-structure-systems to people-process-purpose) required by organisations for creating 
this innovative culture (Bass, et aI., 1997), the organisational measurements (from ROC to 
balanced scorecard) to ensure innovation is driven and measured (Kaplan, et aI., 1996), and 
thirdly organisational leadership (from transactional to transformational) to manage this 
human intellect (Quinn, et aI., 1993). 
The next chapter will take a closer look at the concept of irll1ovation, speci:fically innovation 
within First National Bank. 
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CHAPTER 3 - INNOVATION 
3.1. Introduction 
"Conventional wisdom says to get back to basics. Conventional wisdom says to cut costs. 
Conventional wisdom is doomed. The winners are the innovators who are making bold 
thinking an everyday part of doing business" (Hammel, 2002, in Hitt, Ireland and Hoskisson, 
2005:3). 
The goal of this research is to investigate the relationship between leadership and innovation 
in First National Banle This chapter reviews the literature around innovation and the various 
definitions of innovation. The context within which First National Bank views innovation is 
reviewed including the role innovation plays in helping First National Bank achieve its stated 
vision, and the way First National Bank drives innovation through an ' Innovations 
Campaign' which rewards staff fmancially for their innovations . Finally the context within 
which First National Bank views innovation is linked to the theory on innovation. 
3.2. Definition of innovation 
Drucker (1998) argues that innovation is the specific function of entrepreneurship, whether in 
an existing business, a public service institution, or a new venture started by a lone 
individual. Moreover he (Drucker, 1998) suggests that innovation is the means by which the 
entrepreneur either creates new wealth-producing resources or endows existing resources 
with enhanced potential for creating wealth. Thus entrepreneurship and the innovation 
resulting from it are important for large and small firms, as well as for start up ventures as 
they compete in the twenty first century competitive landscape. 
Numerous difficulties surrow1d the concept of innovation, as the term innovation is not easy 
to define. For some it equates with high technology. For others it is the process of change. 
Kirby (2003 : 132) sees it as, "the application of creativity to solve problems and to exploit 
opportunities". For him (Kirby, 2003) therefore, innovation can relate to the end products 
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(the goods or services created) or the process by which the products are created. This 
conforms to Johnston's (1966: 159) defmition of i1l1lovation as "the introduction of new and 
improved processes and products into the economy". Likewise Kanter (1983, in Hannah, 
1995:216) defines irmovation as " the process of bringing any new, problem solving idea into 
use, it is the generation, acceptance and implementation of new ideas, processes, products, or 
services" . Deutsch (1985, in Hannah, 1995:216) adds that innovation "is the work of many 
people and is related to the adoption of some new invention or discovery on a relatively large 
scale". Following Kanter, Glynn and Marais, (1993:79) defme ilmovation to be, "the process 
of bringing any new, problem solving idea into use in an organisation. Innovation for them 
(GIY1l1l, et a1., 1993) represents frame breaking change. 
For economists such as Schumpeter (1950) innovation and entrepreneurship are interlinked. 
In his classic work Schumpeter (! 950) argues that firms engage in three types of innovative 
activity. Firstly " invention" which is the act of creating or developing a new product or 
process. Secondly "i1l1lovation" which is the process of creating a commercial product from 
an invention. Thus an invention bJings something new into being, while an irmovation brings 
something new into use. An invention only becomes an i1l1lovation when the invention is 
brought into use. Accordingly technical criteria are used to determine the success of an 
invention, whereas commercial criteria are used to determine the success of an innovation. 
Finally " imitation" is the adoption of an innovation by similar firms. Imitation usually leads 
to product or process standardisation, and products based on standardisation are often offered 
at lower prices, but without as many features (Schumpeter, 1950). 
Drucker (1985: 17) holds a similar view of itmovation and suggests, " innovation is the 
specific tool of entrepreneurs, the means by which they exploit change as an opportuni ty for 
a different business or a different service, entrepreneurship sets the innovation process in 
motion, the reward being profit" . He (Drucker, 1985:17) goes on to say that entrepreneurs 
need to, "know and apply the principals of successful i1l1lovation", implying that these skills 
are not something possessed naturally by the entrepreneurs. Kirby (2003) suggests that what 
separates the entrepreneur from the inventor is the ability to transform an idea into a reality. 
The difference in these definitions lies in whether i1l1lovation is seen as frame bending 
(incremental) change or frame breaking, whether it relates to product or process, whether it 
is on a large scale or not, and whether or not it includes the successful implementation of the 
innovation or not. 
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For the purpose of this research the definition of innovation that will be accepted will be the 
definition given by First National Bank in their Innovations Campaign. First National Bank 
views innovation as a new approach to an old process or a totally new idea. They suggest 
innovation is applied creativity. It occurs along a range, covering everything from small 
improvements to industry changing ideas. Innovation at FNB creates value for the company 
in terms of its vision (see 3.3.1. - The vision of First National Bank and the role of 
innovation). Innovation is an integral part of the staffs daily job. The staff should continually 
question how they could improve a process or the environment to be more efficient and more 
effective. Innovative ideas save costs, increase revenue and improve the staffs working 
environment and First National Banks service delivery. Just because something is new does 
not mean it is better. Innovations challenge the status quo by introducing new solutions and 
new approaches that positively affect the staff and First National Bank. Finally for First 
National Bank an innovation is more than just a new idea. It is an idea that has been 
implemented and has realised benefits (FNB Pulse a, 2006). 
3.3. Linking the theory of innovation to First National Bank's defmition of an 
innovation 
Taking the literature discussed in this chapter and applying it to the First National Banks 
definition of innovation allows the researcher to understand how closely First National Banks 
defmition ties in with the theory. [t is important for the purpose of this research that what is 
being measured by First National Bank is actually innovation. 
The definition of innovation was discussed above (see 3.2. - definition of innovation). It was 
shown that for Johnston (1966) innovation can be seen as the introduction of new and/or 
improved processes and products into the economy. Expanding on this view Kirby (2003) 
suggests that innovation can relate to the end products (the goods or services created) or the 
process by which the products are created. In the FNB Innovators campaign judgement takes 
place under different categories. The headings of these categories suggest that the campaign 
incorporates both the above defmitions of innovation in that they include improvement 
innovation and brand new ilillovation, with sub-categories being; sales, service, people, 
efficiencies (see Table 1 - Innovation incentives in First National Bank). 
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Deutsch (1985, in Hannah, 1995 :216) adds that, "innovation relates to the adoption of some 
new invention or discovery on the level of behaviour of action on a relatively large scale". 
Kanter, et al., (1993:79) hold similar views and suggest innovation represents, "frame 
breaking change". However the FNB Innovators Campaign does not ascribe to these 
definitions. For them as long as the innovation contributes to tbe banks vision, it wil.l be 
considered an innovation (see 3.3.1 - The vision of First National Bank and the role of 
innovation). Consequently relatively small, implemented process changes within branches 
that for instance reduce paperwork, have been recognised as innovations. This ties in with 
Kanter (1983, in Hannah, 1995 :216) who defines innovation, amongst other things, as, "the 
process of bringing any new, problem solving idea into use". 
For Kanter (1983 , in Hannah, 1995) innovation is not just the process of bringing any new, 
problem solving idea into use, but it is also the generation, acceptance and implementation 
thereof. Kirby (2003) expands on this and suggests that what separates the entrepreneur fTom 
the inventor is the ability to transform an idea into a reality. Similarly in the FNB Innovators 
Campaign if the staff members idea is approved it goes to the implementation phase, but this 
approval does not equate to financial approval and the entrant must follow the nonnal 
business processes for acquiring funds and resources to implement his idea. Additionally 
only innovations that have been completely implemented will be judged in the course of the 
competition (FNB Pulse b, 2006). 
In summary it can be said tbat First National Banks definition of innovation ties in very 
closely with the tlleory and literature on innovation. It includes the idea and implementation 
of large and small, frame bending or frame breaking process and product, improvements or 
inventions. Evaluating staff innovations against this definition ensures that First National 
Bank is in fact measuring true innovations. 
3.3. I. The vision of First National Balik and tile role of inllovation 
First National Bank' s vision is, "To be a great business helping to create a better world" 
(FNB Pulse b, 2000). To help staff remember it, and to provide more specific iuformation, an 
operational slogan has been devcloped, g2G I in3 (good to great, one in three). The "g" stands 
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for good and is an acknowledgement of where the bank is now and the fact that there is a lot 
of work to do for the bank to become great. The "G" stands for great which is what the bank 
is striving to become. 1 in3 represents the banks aim to become the number one bank in South 
Africa in three years time (by the end of 2008), measured in tenns of profitability. I in3 also 
represents the banks strategy of how to reach its vision. This is based on building enduring 
rewarding relationships with their customers, colleagues and other stakeholders. These 
enduring, rewarding relationships will be built by focusing on three 'pillars' , namely, 
empowering people, driving innovations, and cost and banking efficiencies (FNB Pulse b, 
2006). 
Figure 6 below provides a graphic illustration of the strategy First National Bank plans to use 
to achieve its vision of becoming a great bank in three years through the three strategies 
(pillars) of people, innovation and efficiencies which will drive enduring rewarding 
relationships. The left hand column shows the measurements used to track the success of the 
strategy. 
Figure 6 - First National Banks strategy for achieving its vision 
This is what we 
will measure \\ This is where we w~nt to b] -
Highest Sustainable Profit ----------',\C,\.. To be a great business, 
Growth ROE (Return On Equity) \ \ helping to create a 
Financial Sector Charter ----------"\".~ . better world 
Targets ... ~.-,--_J L/ -=::0.. 
Buzz Barometer 
Market Share 
Cross Sell 
Service 
Cost to Income 
Productivity 
Innovations that support 
g2Glin3 
People PUiar Survey 
These are 
our values 
~/;:7;:his is how -------~--0--,4. we will get there 
Enduring Rewarding RelationShips 
(How can we help you?) 
. --
1in3 
(FNB Pulse b, 2006) 
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In April 2005 First National Bank embarked on a focused project to drive the innovation 
pillar in the Banle A major internal communication campaign was launched known as the 
'FNB Innovators Campaign', encouraging staff to submit their innovations to help move the 
Bank towards its vision for which the staff will be financially incentivised. Staff are 
encouraged to enter their innovations online where they will be either approved or declined 
by the segment product champion. Judgement is based on whether or not the idea is an 
innovation according to the First National Bank definition of an innovation (see 3.3. -
Linking the theory to FNB's definition of an innovation), and whether or not it contributes to 
g2Glin3. If the idea is approved it goes to the implementation phase. As mentioned this 
approval does not equate to financial approval and the entrant must follow the normal 
business processes for acquiring funds and resources to implement his idea. Once 
implemented, it again goes to the segment innovation champion who carefully goes over the 
process as logged by the staff member, validating the benefits as realized by the staff 
member's innovation. If all seems well, this stage is approved and the innovation is 
complete. 
Only innovations that have been completely implemented will be judged in the course of the 
competition. A judging panel will assess and judge the merits and benefits of each entry 
(including the potential positive financial implications) to decide on the winners of each 
phase and category. The phases progress from business unit level, to segment level and then 
to the final judgement. Categories are improvement innovation and brand new innovation. 
Sub categories are; sales, service, people, efficiencies. In each category a prize of R50 000 is 
awarded for sales, service, people, and efficiencies. The best overall innovation will receive 
an additional R950 000 to become the winner of a total amount of Rlmillion after tax (FNB 
Pulse a, 2006). These financial incentives are shown in Table 1 below. 
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Table 1 - Innovation incentives in First National Bank 
Category Improvement Innovation Brand new Innovation 
Sales (revenue) R50 000 (after tax) only awarded at judges' R50 000 (after tax) only awarded at 
discretion judges' discretion 
Service R50 000 (after tax) only awarded at judges' R50 000 (after tax) only awarded at 
discretion judges' discretion 
People R50 000 (after tax) only awarded at judges' R50 000 (after tax) only awarded at 
discretion judges' discretion 
Efficiency (Costs) R50 000 (after tax) only awarded at judges' R50 000 (after tax) only awarded at 
discretion judges' discretion 
The overall winning innovation will receive (in total) Rl million in prize money (including the R50 000 as 
category prize.) Two runners-up will be announced (if there are suitable candidates according to the judges) 
for the Improvement Innovation and Brand New lonovation categories. The runners-up will receive an 
additional R50 000, giving them a total ofRIOO 000 each. 
(FNB Pulse a, 2006). 
In FNB, the staff member innovator, i.e. the person that comes up with the idea, needs to 
ensure that the approved idea is implemented. This is not a suggestion scheme where an idea 
is passed off to a different business unit who will do the work and deliver the goods. The 
original staff member innovator truly becomes an innovator as he/she is part of the 
implementation of the idea, hence making it an innovation (FNB Pulse a, 2006). 
Results for the innovators campaign are available on a yearly basis since 2005. In table 2 
below the results showing the business units thaI participated in the campaign and the results 
achieved. It can be seen how the idea moves from a new idea logged, to an implemented 
approved idea. 
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Table 2 - First National Bank's business unit innovation levels 
Business Unit Rolled over New ideas Archived Total ideas Implemented 
ideas from logged in ideas per approved 
previous competition competition ideas 
year year year 
African Subs 86 116 76 126 14 
Branch Banking 3318 3018 2356 3980 236 
Brand 72 64 56 80 7 
CFO Support 95 147 84 158 26 
Commercial 1073 728 574 1227 54 
Corporate 1798 943 907 1834 161 
Personal Banking 1596 1196 902 1890 178 
Public Sector 44 33 38 39 3 
Smart Solutions 175 149 92 232 16 
Wealth 135 282 141 276 25 
(FNB Pulse a, 2008) 
From these statistics a picture emerges as to which segments are submitting innovations 
(Personal Banking), and who is having success driving their innovations to implementation 
(Corporate Transactional Banking). Clearly the spread is not even and the focus of this 
research is to establish whether there is a relationship between the level of innovation and 
leadership within these business units of First National Bank. 
3.4. Chapter summary 
This chapter reviewed the literature arow1d innovation and the varlOUS definitions of 
innovation. The context within which First National Bank views i.tUlovation was described 
and this was tied back to the theory on innovation. The ro le innovation plays in helping First 
National Bank achieve its vision was reviewed. Additionally the way First National Bank. 
drives innovation through an 'Innovations Campaign' which rewards staff fUlancialJy for 
their innovations was described. The next chapter will show two ways in which Full Range 
Leadership can drive llmovation in large organisations such as Fi rst National Bank:. 
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Chapter 4 - Full Range Leadership; two ways in which this leadership style 
can drive innovation in large organisations such as First National Bank. 
4.1. Introduction 
Theory and supporting research strongly suggests that in large organisations, teams and 
organisational decision making are likely to be more successful in driving innovation if 
transformational leadership is involved in the process (Bass, et aI. , 1994). This chapter 
integrates the theory on leadership (see 2.5. - Leadership in the new paradigm) and the 
theory on innovation (see Chapter 3 - Innovation) presented above, with two examples of 
how Full Range Leadership can help drive ilillovation in a large organisation such as First 
National Bank. The chapter merges the model of the Four 1's of transformational leadership, 
with a model of how teams should be lead, and a model of how organisational decisions 
should be made, in large organisations such as FNB - in order to drive innovation. 
It has been shown above (see 3.3 - Linking the theory on innovation to First National Banks 
definition of innovation), how the First National Bank comprises ten separate business units. 
Although there are benefits to such a corporate structure such as focus and control, 
innovation can be difficult Walderman (1994, in Bass, et al. , 1994). This is because such a 
structure often creates a ' silo effect' between these separate business units with little 
communication and interaction, both horizontally (between business units) and vertically 
(within business units) (Walderman, 1994, in Bass, et a!., 1994). 
Full Range Leadership used with muiti:functional teams and in the organisational decision 
making process, are two ways in which to address innovation within such a 'silo ' 
environment. The impact of Full Range Leadership on multifunctional team will now be 
reviewed, followed by a review of the impact of full range leadership on the decision making 
model. 
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4.2. The first way in which Full Range Leadership will help First National Bank drive 
innovation - Multifunctional Teams 
The first way in which Full Range leadership will help First National Bank drive innovation 
is through the use of multifunctional teams. MFTs can accelerate and make the innovation 
process more efficient by reducing or eliminating these specific problems, often as a 
consequence of effective leadership (Walderman, 1994, in Bass, et aI. , 1994). 
Walderman (1994, in Bass, et aI., 1994:85) states, 
today's organisations are faced with tW'bulent and continuously changing business 
environments. In the 1990s and beyond, the marketplace is and will continue to be 
characterised by a constant state of flux, with quickly changing customer demands 
and competition coupled with rapidly evolving technologies. To meet the demands 
of such an environment, quick product and process innovation and renewal are 
required at minimal cost and without sacrificing quality. Multifunctional teams 
(MFTs) are perfect for addressing these challenges. 
MFT are groups of individuals f'rom different functional , technical, or professional 
backgrounds, usually brought together for a limited amount of time to solve or address 
problems or tasks of significance to an organisation. These MFTs may eventually become 
pelmanent parts of organisational structures (Takeuchi and Nonaka, 1986). 
Traditionally most organisations have used a sequential model of innovation (Walderman, 
1994, in Bass, et aI. , 1994). Different groups of members from the same functional area 
engage in a set of tasks at each different phase of innovation. If communications are 
inadequate between each succeeding group, then much rework occurs whenever a group in a 
later phase finds the product of a group in an earlier phase lacking in feasibility. The end 
result is slower innovation and an inability to meet customer requirements (Walderman, 
J 994, in Bass, et aI. , 1994). To counter these problems, organisations are increasingly 
making use of MFTs that engage in more than one phase of innovation, sometimes carrying 
the new product forward from inception to market (Walderrnan 1994, in Bass, et aI. , 1994). 
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The increasing need for MFTs to effect innovation can best be wlderstood by first 
considering the innovation process and how organisations have traditionally attempted to 
proceed with innovation and new product innovation. This will be followed by a review of 
the innovation process in MFT's. 
4.2.1. Traditional inllovation processes 
Waldennan (1994, in Bass, et aI., 1994) suggests that in most organisations innovation and 
product development and renewal have typically occurred in a five phase sequence. 
According to him (Walderrnan, 1994, in Bass, et aI. , 1994) phase one begins with idea 
generation and development. Phase two takes the initial idea generation and develops applied 
research to determine both technological and market feasibility. Phase three brings the 
development of a prototype product and continued feasibility studies. This phase essentially 
marks the beginning of product ' development' and the end of research. Phase four is marked 
by an intense preparation for mass production and an emphasis on reconciling process 
technologies. Phase five concludes the innovation cycle by proceeding with mass production 
and introduction of the new product into the marketplace. 
Problems can readily come about as a result of this sequential innovation process where the 
innovation process can be likened to a relay race. Phase one needs to be completed before 
phase two begins; phase two has to be completed before phase three begins and so forth. 
Because people involved in the innovation process tend to differ across phases, 'ownership ' 
of the project may be diffused, and communication may suffer as one innovation group 
' hands the baton' to the next group (Walderman, 1994, in Bass, et al ., 1994). Typically phase 
one is the responsibility of a management or technical group, phase two a research group of 
scientists, phase three a team of material engineers, phase four a team of production 
engineers, and phase five manufacturing or marketing teams. 
These ownership and commWlication problems associated with sequential innovation 
processes can lead to lengthy product innovation or renewal cycles. Such long cycles can, in 
turn, lead to increased costs in bringing the product to market, a poor quality product, and a 
loss of market share as customers quickly turn to competitors who can satisfy their 
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requirements (Walderrnan, 1994, in Bass, et aI., 1994). Additionally organising innovation in 
this sequential manner lends itself to generally homogeneous composition of project team 
members (Walderman, 1994, in Bass, et aI. , 1994). For example, scientists working on basic 
research projects tend to be the only ones involved in the first and second phases, 
development engineers in the third phase, manufacturing engineers in the fourth phase, and 
line workers and supervisors in the last phase 
Delays more readily occur when a homogeneously staffed group operating in a particular 
phase passes the project along to another homogeneous group in the next phase (Fischer, 
1961). These delays result from a lack of early communication between people in different 
functional areas and a lack of understanding of requirements at later points in the process 
(Fischer, 1961) . This approach can also lead to bottlenecks that put increased pressure on the 
teams waiting to take on their phases of the project 
4.2.2. Innovating with multifunctional teams 
By contrast the innovation process using MFT's occurs with overlapping phases. The overlap 
of phases serves as a stimulus for people from different functional areas to be involved in 
each phase of innovation (Walderman, 1994, in Bass, et a!., 1994). To some extent, selected 
MIT members can work together on a project from phase one through to phase five. This 
type of structure would supply the opportunity for continued feedback and a "looping back" 
to an earlier phase as needed. 
Additionally, from a motivational perspective, seemg a project through [TOm early idea 
generation and research to the eventual production of a commercially successful product can 
be a highly rewarding experience for project team members who should then also develop a 
greater sense of ownership in the product over these various phases (Walderman, 1994, in 
Bass, et aI. , 1994). 
The role of transformational leadership in MFT's has been discussed above, however as 
noted in the section on Full Range leadership (see 2.5.3.5 .7 - Full Range Leadership -
transactional and transformational leadership), transformational leadership is not an 
alternative to transactional leadership, it is a necessary supplement to it (Brand et aI., 2000). 
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When these two leadership styles are practiced together they form a leadership style known 
as Full Range Leadership (Brand et ai., 2000). Likewise, in MFT's leadership for innovation 
requires Full Range Leadership (Walderman, 1994, in Bass, et ai. , 1994). 
Although transactional leadership needs to be used judiciously in MFT's, there is a role for it. 
In discussing the role of transactional leadership in practicing Full Range Leadership in 
MFT's Walderman, (1994, in Bass, et ai., 1994) says, 
transactional behaviour, particularly after-the-fact corrective transactions, 
often does more harm than good. Management -by-exception leadership is 
likely to lead to avoidance of risk and associated mistakes on the part of team 
members. Unfortunately this also reduces creativity and innovation. 
Additionally MFT members are usually self-motivate individuals. Because of 
this, although they are likely to have individual career needs, they are likely to 
have little need for a leader who emphasises material rewards for performance 
within the group. Nevertheless contingent reward systems remain important 
for the MFT leader who must continue to clarify and refine agreements 
amongst members and to coordinate many of the independent actions that 
occur within the MFT. Moreover there will be times when the MFT leader 
will meet to negotiate with functional managers or other MFT leaders for an 
individuals time or resources to achieve the projects aim. The effective use of 
such transactional leadership with functional managers or other MFT leaders 
is likely to enhance the projects success. 
The following discussion shows how Full Range Leadership specifically the four I' s of 
transformational leadership impacts positively on the functioning of MFT's. The four l's 
were discussed above (see 2.5.3.5.6. - The components of transformational leadership) 
Individualised consideration is shown by the MFT leader in several ways according to 
Walderrnan (1994, in Bass, et ai., 1994). First, the leader can be adept in dealing with 
individuals with diverse backgrounds, values, and perspectives. Empathy is shown to 
individuals who are struggling with difficult problems. The leader also avoids playing 
favourites with individuals from particular functional areas, thus maintaining a clear sense of 
equity. Secondly the leader allows individuals to make mistakes in the hope that they will 
learn from their mistakes and increase future chance of success. The leader emphasises the 
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learning potential in mistakes. Third the leader no longer conducts individual appraisal but 
conducts evaluations of both the individual and team development simultaneously. 
Incellectual stimulation is also intertwined in the MFT leader 's role in dealing with individual 
team members, the team as a whole and outside functional leaders (Walderman, 1994, in 
Bass, et a/. , 1994). For example, in team problem solving sessions, it is often necessary to 
help the team get to the heart of complex problems by offering linkages between vastly 
different technical areas and concepts. The leader may be instrumental in getting the team to 
re-examine assumptions that may inhibit creativity and innovation (Walderman, 1994, in 
Bass, et a/., 1994). 
Inspirational leadership is usually directly enacted by maintaining the team' s vision of its 
objectives (Walderman, 1994, in Bass, et a!., 1994). By repeatedly reminding the team of 
where it is heading, its incremental success, and the importance of its mission, the MFT 
leader is able to maintain optimism despite setbacks and lingering doubts (Walderman, 1994, 
in Bass, et a!., 1994). 
Idealised influence enhances the success of MFT leadership. Walderman (! 994, in Bass, et 
a!., 1994) suggests the leader sets examples for followers and exhibits integrity. He 
(Walderman, 1994, in Bass, et a!., 1994) also suggests the generalist orientation and 
appreciation of each member 's point of view help to build members trust and team members 
are personally allowed to present progress findings to upper management, thereby providing 
them witlJ visibility and recognition for their accomplishments. "The MFT leader's strength 
is demonstrated to team members when the leader is successful in buffering them from upper 
management, in the persistence shown toward completing the mission, and the confidence 
that the team's mission will be attained" (Walderman, 1994, in Bass, et a!. , 1994:94). 
4.2.3. Multifunctional teams aml First National Bank 
The discussion above has shown how large organisations driving innovation with 
multifunctional teams can benefit positively from the transformational components of Full 
Range Leadership. First National Bank is a large organisation driving innovation and 
operating with ten different business units, making use of MFT's. Based on the theory First 
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National Banks drive for innovation would be enhanced if the leaders of these MFT's 
demonstrated transformational leadership. 
First National Bank with its many different business units and MFT's comprises a diverse 
collection of individuals, usually highly trained technical employees, who bring to the team 
strong beliefs and assumptions. These differences in perspective must evolve into new ideas 
and approaches rather than being allowed to derail the team from carrying out its search for 
innovative solutions. The efforts of MFT leaders in First National Bank to innovate must be 
coordinated with those of leaders and groups from the various functional areas represented 
by the team's members. The MFT leader and team almost invariably face pressure from 
upper management to hurry the groups efforts along. Dealing with these complications 
becomes the challenge for First National Banks MFT leaders. To succeed, a leader in First 
National Bank will require Full Range Leadership heavily weighted towards transformational 
leadership and less transactional leadership. 
4.3. The second way in which Full Range Leadership will help First National Bank 
drive innovation - The decision making model 
The second way in which Full Range Leadership (heavily weighted towards transformational 
leadership) will help First National Bank drive innovation, is in the decision making process 
practiced by the organisation. 
Bass, et aI., (1994:108) suggest, "decision making in large organisations does not occur in the 
neat linear order that complete rationality would dictate instead it is, erratic, cyclical, and 
political". The decision making process is likely to be more effective if decision makers are 
ready, willing, and able to move backwards as well as forwards in their efforts. The failure to 
put enough emphasis on the backward linkages can account for the demise of many 
organisations (Bass, et aI. , 1994). 
The historical decision making process will now be discussed. This is followed by a 
discussion of Bass' s decision making model. He (Bass, 1983) reviewed the available 
concepts and research on the subject and designed a model that better fits descriptions of how 
organizational decisions are actually made in large organisations . The model will then be 
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merged with the Four l ' s of transformational leadership to demonstrate the positive impact 
this will have on innovation in large organisations. 
4.3.1. The historical decision making model 
The information paradigm has not only changed the hierarchy in organizations, but also the 
way decisions within these organizations are made. Until approximately 1950, the orderly, 
forward moving, casual course of organizational decision making as conceived by Western 
philosophy was unchallenged (Bass, 1994, in Bass, et al., 1994). Hummel (1975) suggests 
that in this historical model, organisational decision makers were alert to problems that 
required solutions and decisions. The decision makers were responsible for actively scanning 
the external and internal environments of their organizations for such problems. For him 
(Hummel, 1975) the external environment included the organizations market and suppliers, 
as well as society. The internal environment included the process of personnel, production 
and service. Hummel (1975) suggests that as a problem became apparent, it was brought into 
sharper focus and affected parties would be noted. Once the problem was identified and 
judged to be important, interest in the problem and possible remedies followed from a 
diagnosis of the problem and the uomet goals involved. He (Hummel, 1975) suggests that 
this was followed by a logical search and innovation process to find solutions, from which 
one alternative was chosen based on a comparison of the expected effects of tl1e avaiJable 
choices. Finally Hummel (1975) suggests authorization and commitment was sought to 
implement the solution. 
Although such an information seeking and decision-making process would seem logical, an 
observation and experiment by MacCrimmon (1974, in Bass et aI., 1994) found quite a 
different story about how such organizational decisions are made. It appears that the decision 
making process could begin at any phase, moving backwards and forwards from one phase to 
another and even skipping certain phases. 
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4.3.2. The decisioll making model 
Like MacCrimmon (1974, in Bass et aI., 1974), Bass (1983) also noticed that organisational 
decision making did not follow this logical process. He (Bass, 1983) reviewed the available 
concepts and research on the subject and designed a model that better fits descriptions of how 
organizational decisions are actually made in large organisations. This model is depicted in 
Figure 7 below. 
Figure 7 - The decision making model 
e 
I * 
'--r'e' 
I I I 
Scanning [J Problem ~ Search and [] Evaluation [J Authorisa-discovery Innovation and (ion and and Choices Implcmen-
diagnosis tation 
~ ~ [J ~ 
U d"' 1 ~ d" I 
f 
~ 
(Bass, et al., 1994: I 06) 
a Scanning detects a possible opportunity, threat, variance, or disturbance. 
a* Diagnosis calls for more detailed information. 
b Discovery and diagnosis determine the direction and location of search. 
b* Search and innovation lead to a redefinition of the problem, change in level of aspiration, 
and displacement of the ideal. 
c Search and innovation provide what is to be evaluated and chosen. 
c* Evaluations and choices foreclose on what will be sought. Search is conducted to justify 
what aheady has been chosen as a solution. 
d Evaluation and choice must be authorized before being implemented. 
d* Rejected authorization or failed implementation forces re-evaluation, redesign (d") or 
redefinition (d"') 
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e Problem diagnosis determines the evaluation and choice, Search is eliminated. Problem 
solutions are given by the diagnosis. 
e* Evaluation and choice lead to modification in the diagnosis. What we want to do leads to 
the articulation of problems. 
f Implementation experience changes scanning focus (Bass, et aI. , 1994: I 06) 
As figure 6 shows, the decision process may begin at any phase. It may move backwards or 
forwards from one phase to another, and certain phases might be skipped altogether. 
Feedback from the advanced phase in the decision making process can stimulate a much 
earlier phase. 
The phases and cause-and-effect linkages between the phases of this organisational decision 
making model are likely to be observed in differing amounts and with varying significance. 
When broken down into their component phases, different team and organizational decision 
making process will display more of some phases and linkages between phases than will 
others. Effective decisions will be described by patterns of such phases and linkages that are 
different from the patterns observed in ineffective decisions. Bass, et aI., (1994:10) explain 
this concept when they say; 
effective decision processes will spend amounts of time on each phase of the 
decision process that are consistent with the realistic needs of the problem 
involved. Ineffective decisions will be seen when some phases are given too 
much time and others to little. For example, to satisfy the whims of a senior 
executive, some decision makers will become ineffective by devoting too 
much time justifying a favourite solution to a problem rather than searching 
for and innovating new solutions. 
Organisational and team decisions are likely to be most effective if characterized by stTong 
forward linkages (a, b, c, d) with bursts of accompanying backward linkages (such as c* , b*, 
and a*) and some stronger backward linkages (particularly d'·' , and f) (Bass, et aI. , 1994). 
To be avoided in organizational decision making are many weak and missing linkages and 
erratic movements back and forth among the steps as occur in anarchic organizations (Bass, 
et aI ., 1994). 
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Bass, et aI. , (1994:111) give the following example of an effective decision process which 
they suggests is illustrated when scanning detects a lot of discontent in the organization about 
a new contract that the organization is obliged to service, 
before taking any rash actions, management completes a series of interviews 
and telephone calls to obtain an idea about the pervasiveness of the discontent 
and details about its cause. A task force is convened to develop ways to deal 
with the plan. 1n its deliberations, the task force asks for more details before 
proceeding. Early on some members are convinced that the budget will need 
to be renegotiated with the client, but an early rush to judgment is avoided. 
Several alternatives are proposed. The choice is to convene a series of 
meetings between relevant client members and organizational members who 
are directly involved in the servicing. Diagnosis of the needs using 
individualized consideration is pursued. The choice is accepted in principal by 
the head of the service division, although she wants to see a proposed 
schedule and costs before authorizing the chosen solution. She also suggests 
the task force survey a representative group of service people to determine 
how willing they are to implement the proposal. Final approval and 
implementation then follows, along with a plan to monitor the proposals 
success. 
4.3.3. Merging the model and the jour I's oj transjormatiollalleadersizip 
According to Bass, et aI. , (1994) each of the four l ' s has relevance for improving the problem 
solving and diagnosis process. They (Bass, et aI., 1994) suggest Individually considerate 
leaders make sure that all parties to the problem are heard. Intellectually stimulating leaders 
reformulate with followers , colleagues, or superiors into more familiar and concrete terms 
what may have begun as an ill -structured, fuzzy problem. Inspirational leaders increase 
confidence and raise aspirational levels that the problem can be solved once its causes have 
been determined. This helps to depict a desirable future state that is worth pursuing, one that 
the inspirational leader convincingly articulates it to followers. Finally leaders with idealised 
influence show their concern about the problem and the need for its solution. They step into 
the future, creating a 'sense of becoming' in the organisation. Those followers who identify 
with the leader come to share the leaders concern. The problem may be personalised by the 
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leaders who have idealised influence. This will increase the readiness of followers to accept 
the problem as their own with an attitude of, 'we are in this together'. 
4.3.4. The impact of a trails formational decision making process on inllovation 
with ill the orgallisation 
The transformational decision making process will have a positive impact on the innovation 
within large organisations (Bass, et a!. , 1994). According to them (Bass, et al., 1994) 
Individually considerate leaders can encourage balanced, well-distributed participation by 
followers in the search or innovation process. Intellectually stimulating leaders, except when 
making early lise of brainstorming, will refuse to uncritically accept readily available but 
inadequate solutions. Instead they will strive for an optimal rather than a merely satisfactory 
alternative, encouraging others to do the same. Inspirational and idealised influence leaders 
are likely to increase the enabling and empowerment of their followers and their 
encouragement and commitment to the search for, or creation of, innovative optimal 
alternatives. This will result in, "innovative thinking and the acceptance of calculated risks 
will be encouraged. By envisioning what is needed, such leaders help to direct attention to 
the elements of consequence that are required for the best solution" (Bass, et a!. , 1994: 117). 
4.4. Chapter summary 
The chapter integrated the theory of leadership and innovation as applied to First National 
Bank. Theory suggests Full Range Leadership will drive the level of innovation needed by 
large multi segmented organisation to survive in the new paradigm. TIllS chapter identified 
two areas where full range leadership could drive innovation in First National Bank. These 
were the areas of multifunctional teams and organisational decision making. In both areas the 
positive impact of Full Range Leadership on the level of innovation was demonstrated by 
examining the impact of the four 1's of full range leadership on both MFT's and 
organisational decision making. The main concepts in this research, namely, leadership and 
innovation have been discussed in chapter 3 and 4 respectively. It is now necessary to outline 
the methodology used to investigate the relationship between innovation and leadership 
within First National Bank. 
66 
CHAPTER 5 - METHODOLOGY 
5.1. Introduction 
Tllis chapter describes the research methodology used in the investigation into the 
relationship between innovation and leadership in First National Bank. This will include the 
hypotheses, research design, population and sampling used in the study. The instrument used 
for data collection will be described in detail and a description of the data analysis and 
statistical techniques utilised in the study will be provided. Finally this chapter will highlight 
the ethical consideration that needed to be taken into account, as well as considering issues of 
reliability and validity. 
5.2. Goals of the research and hypotheses 
Leedy (1993) explains that the formulation of research hypotheses is important for providing 
direction. They focus attention on the relationship to be tested and the variables to be 
measured. The main objective of the research is to investigate the relationship between 
leadership and irulOvation within First National Bank. The research hypotheses were thus 
formulated around this objective. 
Bass (1983) suggests that the transformational and transactional leadership should have 
different effects on innovation within large organisations. Therefore two main hypotheses 
focusing on these two different styles of leadership have been formulated to test the 
relationship between grouped transformational leadership components and grouped 
transactional leadership components and innovation within First National Bank. Secondary 
objectives in the form of sub-hypotheses have also been fom1Ulated which investigate the 
eight individual components of transformational and transactional leadership - again to test 
whether there is a positive relationship between these individual leadership components and 
innovation within First National Bank. The four individual leadership components of 
transformational leadership are are; idealised influence (comprising idealised attributes and 
idealised behaviours), individualised consideration, intellectual stimulation, and inspirational 
motivation (see 2.5.3.5.6. above - The individual components of transformational leadership). 
67 
The three individual leadership components of transactional leadership are; contingent 
reward, active management-by-exception, passive management-by-exception (see 2.5.3.5.2. -
The individual components of transactional leadership ). 
The two main hypotheses are; 
Ho: No statistically significant positive relationship exists between transformational 
leadership and the level of innovation in FNB. 
Ha: A statistically significant positive relationship exists between transformational leadership 
and the level of innovation in FNB. 
Ho: No statistically significant positive relationship exists between transactional leadership 
and the level of innovation in FNB. 
Ha: A statistically significant positive relationship exists between transactional leadership 
and the level of innovation in FNB. 
There are eight sub-hypotheses, the first five sub-hypotheses are concerned with the 
relationship between each individual transformational leadership component and the level of 
innovation in First National Bank; 
Ho I: No statistically significant positive relationship exists between leaders who employ 
idealised attributes and the level of innovation in First National Bank. 
Hal : A statistically significant positive relationship exists between leaders who employ 
idealised attributes and the level of innovation in First National Bank. 
H02: No statistically significant positive relationship exists between leaders who employ 
idealised behaviours and the level of innovation in First National Bank. 
Ha 2: A statistically significant positive relationship exists between leaders who employ 
idealised behaviours and the level of irmovation in First National Bank. 
H03: No statistically significant positive relationship exists between leaders who employ 
individualised consideration and the level of innovation in First National Bank. 
Ha3: A statistically significant positive relationship exists between leaders who employ 
individualised consideration and the level of innovation in First National Bank. 
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Ho4: No statistically significant positive relationship exists between leaders who employ 
intellectual stimulation and the level of innovation in First National Bank. 
Ha4: A statistically significant positive relationship exists between leaders who employ 
inteLlectual stimulation and the level of innovation in First National Bank. 
HoS: No statistically significant positive relationship exists between leaders who employ 
inspirational motivation and the level of innovation in First National Bank. 
HaS: A statistically significant positive relationship exists between leaders who employ 
inspirational motivation and the level of innovation in First National Bank. 
Sub hypotheses six, seven and eight are concerned with the relationship between the 
individual transactional leadership components and the level of innovation in First National 
Bank. 
Ho6: No statistically significant positive relationship exists between leaders who employ 
contingent reward and the level of innovation in First National Bank. 
Ha6: A statistically significant positive relationship exists between leaders who employ 
contingent reward and the level of innovation in First National Bank. 
Ho7: No statistically significant positive relationship exists between leaders who employ 
active management-by-exception and the level of innovation in First National Bank. 
Ha7 : A statistically significant positive relationship exists between leaders who employ 
active management-by-exception and the level of innovation in First National Bank. 
Ho8: No statistically significant positive relationship exists between leaders who employ 
passive management-by-exception and the level of innovation in First National Bank. 
Has: A statistically significant positive relationship exists between leaders who employ 
passive management-by-exception and the level of innovation in First National Bank. 
5.3. Research design 
Leedy (J 993:27) suggests that research design is, "the strategy, plan and structure of 
conducting the research project". Similarly Babbie, et aI., (200 I) suggest a research design is 
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a plan or blueprint of how the researcher intends conducting the research and although the 
special details vary according to what the researcher wishes to study, there are two major 
aspects of research design - firstly you must specif'y as clearly as possible what you want to 
fmd out, secondly you must establish the best way to do it. What the researcher wishes to 
investigate has been clearly spelled out above (see 5.2. - Goals of the research) . On the 
question of design, different research questions require different types of design or studies. 
Babbie, et aI., (2001 :75) suggests that, 
because different research designs or types of research studies attempt to 
answer different types of research problems or questions, they end up 
employing different combinations of methods and procedures. The types of 
measurement, sampling, data collection and data analysis methods that 
researchers employ in a particular type of study, as well as the sequence in 
which they are employed, are determined by the research problem (question) 
and the kind of evidence that is required to address that problem. 
Given the focLls of this research, figure 8 below gives a diagrammatical representation of the 
research design employed. 
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Figure 8 - The research design employed 
Obtain permission to use the Multifactar Obtain permission to use the 
Leadership Questionnaire (MLQ) from FNB Innovators campaign 
TalentLine Consulting Group (pty) Ltd results from the CEO of FNB 
H H 
Obtain permission to administer the MLQ on Access the FNB Innovation 
CEO's of business units participating in the FNB statistics since inception oftbe 
Innovators Campaign and five of their direct program 
reporting line managers, from the CEO of FNB 
H 
Administer the MQL on CEO 's and a minimum 
of five raters of business units participating in the 
FNB Innovators campaign 
H 
Capture and inspect the data using 
Cronbach's alpha test and 
descriptive techniques 
H 
Test the research hypotheses 
using Correlation analysis 
H 
Assess the results 
As is evidenced from the hypotheses that have been developed, and the research design, this 
research can be described as being of a quantative nature, and involves the empirical testing 
of the hypotheses developed. Likewise, as evidenced from figure 8, the research is conducted 
in the post-positivist paradigm which according to Babbie, et a!. , (2001 :22) "is a 
philosophical stance which sees a researcher as an objective analyst and an interpreter of 
social reality (critical realism), giving the former independence from the researched, 
criticality of evidence, and the ability to generalise". 
5.4. Research population 
Babbie, et a!., (200 1: I 00) suggest that, "a population for a study is that group, usually of 
people about whom we want to draw conclusions". Likewise Sekaran (2000) suggests that a 
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population is considered to be any group of people, events or things that are of interest to the 
researcher and that they wish to investigate. 
For purposes of this research the population consists of the ten CEO 's (business unit heads in 
FNB). These CEO 's form the executive committee of First National BanJe The research 
question is whether a statistically positive relationship can be found between their respective 
leadership styles and the level of innovation in their First National Bank business units. 
Consequently a sample of CEO's was not chosen as it was the researcher intention to conduct 
a census study. A census study is a study that includes the whole population (Leedy, 1993). 
However it is necessary to discuss the sample as a census study was not achieved. 
5.5. The sample 
A sample is a subset of the population in question and consists of a selection of members 
from the particular population (Sekaran, 2000). Sampling is described as the selection of a 
proportion of the total number of units of interest for the ultimate reason of being able to 
draw general conclusions about the total number of units (parasuraman, 1986). 
As mentioned it was the researcher's intention to achieve a census study of the CEO' s of 
business units participating in the Innovations Campaign, however this was not possible as 
only six of the ten CEO 's participating in the Innovations Campaign completed the leader 
MQL (see 5.6. - Data collection). It should be noted that of the four non-participating 
business units, 'Finance' and 'Brand' can be considered small in terms of people employed 
(see Figure 9). 
Due to the nature of the research instrument used, there were two types of respondents, 
namely self-raters and objective-raters. The self-raters were the same as the population group 
namely the CEOs. The objective-raters were subordinates of the CEO' s who were in a 
position to make a decision on the business unit heads leadership style and ability . 
With regards to the raters a sample of raters (subordinates) were chosen to rate the self-rater 
(CEO). The researcher allowed the self-raters use their discretion in distributing the rater 
questionnaires to their raters, however two stipulations were put on the self-rater in choosing 
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the raters. The first was the rater had to report directly to the self-rater, and the second was 
there had to be a minimum of between three and five raters per self-rater respondent for the 
data to qualify for inclusion in the statistical analysis. 
In tenns of possible problems or constraints experienced dW'ing this sampling process, the 
main constraint in this process was the fact that the rater sample was chosen by the self-rater 
at their discretion. In other words for purposes of the rater sample, convenience sampling was 
used. Leedy (J 993) suggests convenience sampling is chosen according to its availability to 
the researcher. This type of sampling technique can however present various problems in 
research as it makes no pretence at being representative of the population as a whole and 
bias 's may occur if samples are chosen deliberately by an individual as this may lead to 
favouritism (Hussey and Hussey, 1997). 
5.6. Data collection 
There are generally two recognised techniques of data collection, namely observation 
techniques and survey methods (Babbie, et ai., 200 1). Observation techniques relate to the 
direct examination of overt behaviour of the subject concerned (Cox, 1979, in Ristow, et ai. , 
1999). Survey methods on the other hand require the active participation of the respondents, 
in that they involve the systematic gathering of data from respondents through the 
completion of questionnaires (Melville, 1996, in Ristow, et aI., 1999). According to Ristow, 
et at , (1999), all previous research in the area of transformational leadership has made use of 
survey methods. 
The selection of the sW'vey method for this research was influenced by factors such as time, 
cost, the amount of data required, response rate, accW'acy, flexibility and level of control. 
These factors dictated that observation techniques were not suitable for this research as 
assessing leadership behavioW' through observation would be extremely time consuming. 
Survey research is the administration of questionnaires to a sample of respondents selected 
from some population. These may be in the form of personal interviews, telephone 
interviews and postal interviews (Babbie, et aI. , 200 I). Following widespread research on the 
topic of transfonnational and transactional leadership, an appropriate instrument was 
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identified, called the Multifactor Leadership Questionnaire. A consulting company known as 
TalentLine Consulting Group (Pty) Ltd made the Multifactor Leadership Questionnaire 
available to the researcher (see 5.7.I.below -Instruments used - the Multifactor Leadership 
Questionnaire). 
The CEO of First National Bank was e-mailed and the purpose of the research was explained 
to him. He was requested to endorse the research and sign and forward a letter which the 
researcher had drafted to the self- raters. The letter explained the goals of the research and 
asked the self-raters to complete the questionnaires that the researcher would forward to 
them. Although the CEO agreed to allow the researcher to continue with the research, he was 
not prepared to send the above mentioned letter to the self-raters. However he (the CEO of 
FNB) did agree that if the researcher could persuade the self-raters and raters to participate, 
the researcher could continue with the research. It was therefore up to the researcher to 
persuade the self-raters and the raters to complete the questionnaires. 
All the business unit CEO' s (self-raters) participating in the Innovations Campaign were 
approached by the researcher either by phone call or e-mail (see Appendix I). All 
correspondence had the researchers contact details included and the self-raters and raters 
were urged to contact the researcher if anything was unclear. The pW'P0se of the research was 
explained to them and it was made clear to the self-raters that they as leaders would be 
requested to complete the questionnaire in which they judged their own leadership style. 
Additionally they (self-raters) would also have to ask five of their direct reporting lines 
managers 10 complete the questionnaire as ralers. Raters, in turn, would be judging the 
leadership style of the self-rater. The confidentiality of the results were assured (see 5.10 -
Ethical considerations). Self-raters and raters were requested to return their answers via First 
National Banks internal courier system. 
Figure 9 below shows the success rate achieved by the researcher in getting the self-rater 
CEOs and five raters to participate in the research. 
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Figure 9 - CEO participation level 
Leader Minimum of fi ve Persons Staff employed by 
participated raters participated employed by participating CEO 
business unit 
African Bank Y Y 2 895 2895 
Branch Bank Y Y 15554 15554 
Brand N N 74 
Finance N N 673 
Commercial Bank Y Y I 945 1 945 
Corporate Bank Y Y 2596 2596 
Personal Bank N 3 6 184 
Public Sector Y Y 71 71 
Smart Solutions N N 723 
Wealth Bank Y Y J 383 1389 
Total Staff 32 098 24450 
100% 76% 
The results were mixed, with some self-raters agreeing immediately to participate and some 
declining to participate. Initially more self-raters declined to participate than agreed, but after 
discussions with the researcher, a total of six out of ten self-raters agreed to participate. The 
discussion below (see 5.10. - Ethical Considerations) below elaborates on some of the issues 
behind the initial low participation rate of the self-raters. It must be pointed out that these six 
participating self-raters represent 76% of the 32 098 staff members of First National Bank. 
Once the respective self-raters had agreed to participate, a pack was sent to them (see 
Appendix 2) comprising a covering letter, the self-rater questionnaire and the rater 
questionnaire. The covering letter referred to the recent e-mail or telephone call between 
themselves and the researcher and again explained the purpose of the research, asked them to 
complete the leader questionnaire, and to hand the rater questionnaire to any five of their 
direct reporting line managers to complete as raters. A similar individual covering letter was 
also attached to each of the individual rater questionnaires in the pack. Self-raters and raters 
were responsible for returning the questionnaires to the researcher via the Banks internal 
courier system. A spreadsheet was set up by the researcher to keep track of all the responses 
as they came in (see Appendix 5 - Consolidated MLQ answer spreadsheet). This helped with 
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follow-ups to respondents who did not return their questionnaires, and thank you 
correspondence to respondents once their questionnaires were received. 
5.7. InstJ'uments used 
5.7.1. Instruments used - Tile Multifaclor leadership questionnaire (MLQ) 
The literature review on leadership in the new paradigm (see 2.5 - Leadership in the new 
paradigm) argued that Full Range Leadership Development Theory is an appropriate 
theoretical construct of leadership for this research (Bass, et aI. , 1997). Following widespread 
research on the topic of transformational and transactional leadership, an appropriate 
instrument was identified, called the Multifactor Leadership Questionnaire (MLQ). A 
consulting company known as TalentLine Consulting Group (Pty) Ltd made the Multifactor 
Leadership Questionnaire available to the researcher. 
The MLQ is based on Full Range Leadership Development Theory (Bass, et al ., 1997). It has 
been modified and tested since 1985 with the result that various forms, or versions, of the 
questionnaire have been developed. The latest form, Form 5X (Revised) was used in this 
study. This revised MLQ 5X is a short but comprehensive survey of 45 statements that 
identify and measure the key aspects of leadership and effectiveness behaviours shown in 
previous research to be strongly associated with both individual and organisational success 
(Bass, et aI. , 1997). 
Each statement cOITesponds to one of the nine components of either transformational , or 
transactional leadership. The respondent is required to judge how frequently the behaviour 
described in the statement is exhibited. The MLQ uses a scale of 0 to 4, with 0 indicating a 
"not at all" rating of the behaviour described in the statement. At the other end of the scale, 4, 
indicates a "frequently if not always" rating of the behaviour described in the statement 
(Bass, et aI. , 1997). 
The MLQ consists of a self-rater and a rater version. These two versions consist of exactly 
the same statements, except that they are written from different perspectives. The self-rater 
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for example would be given the statement, "I place trust in those I lead" whereas the rater' s 
questionnaire would say, "My leader places tmst in those that he or she leads". 
The self-raters completed the self-rater MLQ, by rating themselves in terms of the 
transformational and transactional leadership components. Raters then completed the rater 
version of the same questionnaire rating the self-raters on the same leadership components. 
The self- rater is thus rated objectively by his raters in terms of the same criteria on which 
they rated themselves. In order to gain an accurate picture of the self-raters ability, the rater 
MLQ must be completed by three to five respondents (Bass, 1985). The answers are then 
marked by using the MLQ scoring key (see - Appendix 3). 
5.7.1 .1. Reliability and validity of the multi/actor leadership questionnaire 
Researchers need to use well validated and reliable measures to ensure that they eogage in 
scientific research (Sekaran, 2000). When evaluating or fOlIDulating a specific instrument, 
reliability and validity are two of the most important aspects to be considered (Booth, 1995). 
The results of any research can only be as good as "the measures that tap the concepts in the 
theoretical framework" (Sekaran, 2000:209). 
"Reliability refers to the likelihood that a given measurement procedure will yield the same 
description of a given phenomenon if that measurement is repeated" (Babbie, et aI., 
2001: 125). Sekaran, (2000: 209), suggests that, "the reliability of a measure indicates the 
extent to which the measure is without bias (error free) and hence offers consistent measure 
across time and across the various items in the instrument' . In other words, the reliability of a 
measure indicates the stability and consistency with which the instrument measures the 
concept and helps to assess the "goodness" of a measure. A validity measure accurately 
measures the variable and actually measures the concept that is intended to be measured 
(Sekaran, 2000). The tool chosen in this research is the MLQ, which therefore must 
accurately and actually measure the level of transformational and transactional leadership in 
the different business units within First National Banle 
For purposes of this investigation Cronbach's Alpha reliability coefficients were conducted 
on the MLQ to determine the reliability of the MLQ instrument for the purposes of this 
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research (see 6.2. - Cronbach's alpha reliability coefficient scores for the MLQ). The 
Cronbach's alpha test is a test for the reliability of a measure and is established by testing for 
both consistency and stability. Cronbach's alpha is a reliability coefficient that indicates how 
well the items in a set are positively correlated to one another. Cronbach's alpha is computed 
in terms of the average inter-correlations among the items measuring the concept. The closer 
the Cronbach' s alpha is to I , the higher the internal consistency and reliability (Radloff, 
2009). 
Cronbach's alpha reliability coefficients have been used in a previous study by Ackerman, et 
aI., (2000) to determine the reliabi lity of the three main leadership scales of transfornlational, 
transactional and non-transactional. Results yielded scores of 0.944, 0.736 and 0.803 
respectively. The factor structure developed by Bass (1985) was largely confirnled by the 
results of this study by Ackerman, et aI. , (2000). 
Validity refers to, "the extent to which a specific measurement provides data that relates to 
commonly accepted meanings of a particular concept" (Babbie, et a!. , 200 I: 125). Fortunately 
measures have been developed for many important concepts in organisational research, and 
their psychometric properties (ie validity and reliability) have been established by their 
developers. Sekaran (2000) suggests that in these cases researchers can use the instruments 
already reported to be "good", rather that laboriously develop their own measures. Similarly, 
Babbie, et aI., (2001) suggest replication works of original studies in other situations are 
regarded as acceptable ways of insuring reliability and validity. Therefore reliability and 
validity will have been proven in the original study and as long as no major changes are 
made to the original methodology, the reliability and validity of the study are accepted. 
This research is, in essence, a replication of original studies completed by authors such as 
Bass (1995), Hater and Bass (1988), Pruijn and Boucher (1994), Ristow (1999), Botha 
(2001) and Hayward (2005) in which the reliability and validity of the MLQ was proven. In 
these studies Bass (1995), Hater, et a!. , (1988) and Pruijn, et a!. , (1994) used the MLQ to 
obtain information about leadership style. 
In a South African context, Ristow, et a!., (1999) investigated leadership in cricket 
administration in South Africa, Botha (2001) investigated leadership, internal quality and 
customer satisfaction in a South African motor dealership, and Haywood (2005) investigated 
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employee performance, leadership and emotional intelligence in a South African parastatal 
organisation. All these studies, Ristow, et a!. , (1999), Botha (200 I), and Haywood (2005) 
found the MLQ has proved itself time and again in a number of different international 
studies. According to Ristow, et a!., (1999) these studies would include the seminal work of 
Bass (1985) where he evaluated senior United States military officers, Selzer, Numerof and 
Bass (1987) who investigated college presidents, and Yammarino and Bass (1990) who 
describing the leadership behaviours of business supervisors. 
The MLQ has also been tested in the South African context where the questionnaire was used 
to determine whether the factor structure of the MLQ, as a measure of transformational 
leadership, could be replicated within the South African context. The factor structure as 
developed by Bass (1985), was largely confmned by the results of this study (Ackerman, 
Scheepers, Lessing and Dannhauser, 2000). The results indicated that the MLQ was reliable 
and viable for use in the South African context. 
5.7.2. Instruments used - the FNB innovators campaigll results 
It has been shown under the discussion above on innovation (see 3.3 .1. - The vision of First 
National Bank and the role of innovation) that First National Banks definition of innovation 
includes the idea and implementation of large and small, frame bending or frame breaking 
process, product improvements, and product inventions. 
In judging the campaign, records are kept of the following results per business unit (see 
Appendix 4 - First National Bank innovators campaign results); 
o Rolled over ideas from previous year 
o New ideas logged in competition year 
o Archived ideas 
o Total ideas per competition year 
o Implemented approved ideas 
These results were provided to the researcher by the office of the CEO of First National Bank 
and have been used as a measure of the level of innovation being generated in each business 
unit. 
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Although the results for the Innovations Competition were provided since inception (ie 2005 
to 2008), it was decided to use only the 2008 results. This was motivated mostly because of a 
recent structural change which saw two CEO's swop positions eight months prior to the 
research begilming (see 7.4. - Limitations of the research). 
5.8. Data capture 
Once the questionnaires were completed by the self-raters and raters they were returned to 
the researcher individually via the Banks internal courier system. The researcher then marked 
the answer sheets (see Appendix 3 - MLQ scoring key) and captured the scores into a 
Microsoft Excel spreadsheet in order to be statistically analysed (see Appendix 5 -
Consolidated MLQ answer spreadsheet). These scores were then imported into 
STATISTICA (data analysis product) for analysis. 
5.9. Statistical analysis 
Once the data was imported into the STA TISTICA spreadsheet, the researcher proceeded to 
calculate the necessary leadership factors or scales as per the MLQ scoring key as provided 
by TalentLine Consulting (Pty) Ltd. The factor scores were calculated for each respondent by 
using the sum of the relevant questions. From these eight factors afi.uther two factors were 
generated, namely transformational leadership and transactional leadership. 
The goal of this research is to investigate whether there is a relationship between the two 
quantitative variables of leadership and irU1ovation within First National Bank. "In a research 
project that includes several variables, beyond knowing the means and standard deviations of 
each of the variables, one often would like to know how one variable is related to another" 
(Sekaran, 2000:40). Pelosi and Sandifer (2000) suggest that the two topics of regression 
analysis and correlation analysis are related but not interchangeable. Both regression and 
correlation analysis deal with bivariate quantitative data and the relationship between these 
two variables. Pelosi, el aI., (2000:570) explain the difference when they say, "the main 
purpose of regression analysis is to find an equation or model Ihat allows the decision maker 
to predict the value of the dependant variable. On the other hand correlation analysis simply 
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measures the strength of the relationship between two quantitative variables. The output of 
the analysis is a single number. In correlation analysis, there is no need to identify which 
variable is dependant and which is independent, since prediction is not the end result". Lind, 
Marchal and Wathen (2005:430) describe correlation analysis as, "a group of techniques used 
to measure the association between two variables". 
If one simply wants to measure the strength of a relationship between two variables, one uses 
the correlation coefficient (pelosi, et aI. , 2000). Originated by Karl Pearson in about 1900, 
the correlation coefficient (designated I~ is used as a measure of the strength of a linear 
relationship (Lind, et al. , 2005). A correlation of -I cOiTesponds to a perfect negative 
relationship, a correlation of 0 corresponds to no relationship, and a correlation of + 1 
corresponds to a perfect positive relationship (Sekaran, 2000). 
Correlation however must not be confused with causality. The presence of a large correlation 
coefficient between X and Y does not imply that X causes 1'; or that Y causes X (Lind, et al., 
2005). The linear relationship between the two variables may have no physical basis 
whatsoever. Relationships such as these are called spurious correlations (Lind, et aI., 2005). 
What can be concluded when two variables with strong correlations are found is that there is 
a relationship or association between two variables, not that a change in one causes a change 
in the other (Lind, et aI., 2005). In other words one may find a strong correlation, but this 
may be due to chance because the computed r came from a population of paired observations 
with zero correlation. 
To answer the question "could there be a zero correlation in the population from which the 
sample was selected?" one can interpret the test of hypothesis in terms of p-values. A p-value 
is, "the likelihood of finding a value of the test statistic more extreme than the one computed, 
where Ho is true" (Lind, et a!., 2005:439). Thus the p-value provides a measure of 
significance of the correlation, giving an idea of the probability of the correlations actual 
existence or signi1icance (Byrkit, 1987). 
The researcher generated two main hypotheses and eight sub-hypotheses. The hypothesis to 
be tested is called the alternative hypothesis and is denoted by Ha. The opposite hypothesis 
that nullifies the alternative hypothesis is called the null hypothesis and is denoted by Ho. In 
hypothesis testing there are two possible decisions that can be reached on the basis of the 
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sample data. They are to reject Ho and conclude that there is sufficient evidence to support 
Ha, that is Ha is accepted. Alternatively fail to reject Ho and conclude that there is 
insufficient evidence to support Ha. 
If one rejects Ho when Ho is true, the researcher is considered to have committed a Type 1 
error (Radloff, 2007). The probability of committing a type one error is denoted by the Greek 
symbol a and is calJed the level oj significance (Radloff, 2007). A decision on whether Ho 
should be rejected can be made by using the p-value. The p-value is the smallest value of a 
for which Ho can be rejected. This researcher has elected to use the 0.05 level of significance 
(Radloff, 2007). 
Therefore in this research, when analysing the results produced by ST ASTICA, with four 
degrees of freedom and at a level of significance of 0.05, the researcher will accept or reject 
the null hypothesis (Ho) on the following basis; 
o If p-value < 0.05 reject Ho (and conclude that there is sufficient evidence to support Ha, 
that is Ha is accepted) 
o If p-value > 0.05 fail to reject Ho (and conclude that there is insufficient evidence to 
support Ha). 
Additionally descriptive statistics in the form of scatter plots will be used to further interpret 
and understand the data. Descriptive statistics summarise properties of data using numerical 
measures or graphs. "All these techniques generally have one common purpose, to 
summarise both variability (ie the spread of the numbers) and the centre of the data. 
Graphical teclmiques provide a visual means of assessing spread and centre of data 
distributions as well as providing a good overall view of the distributions of data" (Radloff, 
2007:1). A scatter plot allows one to visually assess the kind of relationship that exists 
between two numeric variables (Lind, et aI. , 2005). The scatter plots in figure 10 below show 
the different kinds of relationships that could exist between two variables. 
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Figure 10 - Scatter plot relationships 
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(Radloff, 2007:55) 
Note that if the con-elation is weak, there will be considerable scatter around the line drawn 
through the centre of the data. For a scatter diagram representing a strong relationship, there 
is very little scatter around the line (Radloff, 2007). Figure 11 below summarises the strength 
and direction of the co-efficient of correlation. 
Figure 1 t - Strength and direction of co-efficIent of correlation 
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5.10. Ethical considerations 
The "Irmovators campaign" within First National Bank is being driven by the CEO of the 
Bank and considerable human and financial resources have been allocated to the Innovators 
Campaign. Given his interest in innovation within First National Bank, the CEO of the Bank 
has expressed his interest in the results of this research and has asked the researcher to 
provide him with a copy of the executive summary. 
In requesting the self-raters of the various Business Units to participate in the research, the 
interest expressed by the CEO of the Bank in this research was communicated to the various 
self-raters. This could result in anxiety amongst the self-raters, in that the CEO of the Bank 
would have insight into their leadership style and the level of innovation within their 
Business Unit. Likewise from the raters point of view, the fact that convenience sampling 
was used (see 5.5 - The sampling) where the self-raters were asked to distribute the 
questionnaire to five of their raters, could have caused concern amongst the raters in that they 
might have felt the self-rater would know how they (the raters) had rated them. To overcome 
these concerns the descriptive statistics and the results from the ST ASTICA analysis are 
presented in such a way that self-raters and raters cannot be pinpointed to specific ratings or 
results. This was communicated to both the self-raters and raters when the researcher 
approached them both initially in the original telephone call and/or e-mail (see Appendix 1 -
Initial e-mail sent to self-raters), and subsequently in writing in the Packs sent to the self-
raters and raters (see Appendix 2 - Pack sent to self-raters and raters). 
5.11. Chapter summary 
This chapter has presented the methodology of the research and the process of data collection 
and analysis used in this research. Initially the two main hypotheses and eight sub-hypotheses 
and the design of the research were stated and outlined. Information regarding the popUlation 
size and the number of participates included in the final statistical analysis was presented. An 
overview of the data collection method was then given. The reliability and validity, of the 
main instrument used in this research (the MLQ) was then discussed in detail. Additionally 
the proposed statistical analysis of the respective hypotheses was explained. Finally ethical 
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considerations that needed to be taken into account when conducting the actual data 
gathering, was discussed. 
The previous chapters discussed the theoretical background of the research topic, and this 
chapter discussed the research process and methods of obtaining the relevant information. 
The following chapter will present the results obtained from the correlation analysis and 
descriptive statistics in an attempt to test the various research hypotheses. 
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CHAPTER 6 - RESULTS 
6. 1. Introduction 
The goal of this research is to investigate the relationship between innovation and leadership 
in First National BanJe This chapter will present the results obtained from the Cronbach' s 
alpha reliability coefficients test. The Cronbach's alpha reliability coefficients are calculated 
to estimate the reliability of the MLQ for the purposes of this research. This is followed by a 
correlation analysis and descriptive statistics for the two main hypotheses focusing on the 
relationship between the grouped transformational leadership components and the grouped 
transactional leadership components and the level of innovation within First National Bank. 
Finally there will be a similar presentation on the eight sub-hypotheses which investigate the 
eight individual components of transformational and transactional leadership and the level of 
innovation within First National Bank. 
6.2. Cronbach's alpha reliability coefficient scores for the MLQ 
Cronbach' s alpha reliability coefficients were calculated to determine the reliability of the 
MLQ instrument for purposes of this research. The Cronbach' s alpha reliability coefficients 
for the transformational and transactional leadership factors are given in the table below. 
Table 3 - Cronbach's alpha for transformational and trallsactionallcadership factors 
Leadership Factors Mean Standard Cronbach's Evaluation based 
Deviation Alpha reliability on Sekaran (2000) 
coefficients 
Transformational leadership factors 52.3333 7.29936 0.881734 Good 
Transactional leadership factors 24.062 4.98991 0.44449 Poor 
For purposes of this research, the MLQ is a reliable measure of transformational leadership 
but a poor measure of transactional leadership. 
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However, as mentioned under the discussion on reliability (see 5.7.1.1 - Reliability and 
validity of the MLQ), Babbie, et aI., (2001) suggest replication works of original studies in 
other situations are regarded as acceptable ways of insuring reliability and validity. Therefore 
reliability and validity will have been proven in the original study and as long as no major 
changes are made to the original methodology, the reliability and validity of the study are 
accepted. 
6.3. Testing the main hypotheses 
6.3.1. Grouped transformational leadership factors and innovation in First 
National Bank 
Figure 12 - Scatter plot - transformational leadership and innovation 
Scatter plot of Transformational leadership and Innovation for 2008. (a = 0.05) 
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Table 4 - Correlation analysis - transformational leadership and innovation 
Correlation Analysis - Transformational Leadership and Innovation--- : 
--I , r FN Bin novation 
I 2008 year 
r 0.0121 
p=0.47 - - , p I 
-~- ---.--
______ ____ ~ ____ J 
From the result of the scatter plot in Table 6 it is evident that there is a weak positive 
correlation between the transformational leadership style and the level of innovation in First 
National Banle This weak relationship is confirmed by the low correlation coefficient (I' = 
0.0121). Additionally the p-value is 0.47> 0.05 so the researcher must fail to reject Ho which 
hypothesises that no statistically significant positive relationship exists between 
transformational leadership and the level of innovation in FNB. By failing to reject Ho the 
researcher must conclude that there is insufficient evidence to support Ha. Therefore no 
statistically significant positive relationship exists between transformational leadership and 
the level of innovation in FNB. 
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6.3.2. Grouped transactional leadership and innovation in First National Bank 
Figure 13 - Scatter plot - transactional leadership and innovation 
Scatter plot of Transformational leadersh ip and Innovation for 2008, (a = 0.05) 
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Table 5 - Correlation analysis - transactional leadership and innovation 
- - - -Correlation Analysis - Transactional Leadership and Innovation 
__ _ I 
FNB Innova_tio_n_y_e_a_r , ___________ 20_0_8 ____ ~_-_-1 
r 0,1263 
p --- lp=0218 
From the result of the scatter plot in Table 9 it is evident that there is a weak positive 
correlation between the transactional leadership style and the level of innovation in First 
National Banle This is confirmed by the low correlation coefficient (r = 0,1263), 
Additionally the p-value of 0,218 > 0,05 so the researcher must fail to reject Ho which 
hypothesises that no statistically significant positive relationship exists between transactional 
leadership and the level of innovation in FNB, By fai ling to reject Ho the researcher must 
conclude that there is insufficient evidence to support Ha, Therefore no statistically 
significant positive relationship exists between transactional leadership and the level of 
innovation in FNB. 
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6.4. Testing of sub-hypotheses 
The results of the eight sub-hypotheses will now be presented. The first five sub-hypotheses 
are concerned with the relationship between each of the transformational leadership 
components and the level of innovation in First National Banle 
6.4.1. Sub-hypothesis l-ldealisedAttriblltes and Innovation in First National 
Bank 
Figure 14 - Scatter plot - idealised attributes and innovation 
Scatter plot of Idealised Attributes and Innovation for 2008. (a ~ 0.05) 
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Table 6 - Correlation analysis - idealised attributes and innovation 
Correlation Analysis - Idealised Attributes and Innovation 
FNB Innovation year 2008 
r 0.1554 
p p=0.172 
---- ---------------------
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From the result of the scatter plot in Table 10 it is evident that there is a weak positive 
correlation between idealised attributes and the level of innovation in First National Banle 
This is confmned by the low correlation coefficient (r = 0.1554). Additionally the p-value of 
0.172 > 0.05 so the researcher must fail to reject Ho which hypothesises that no statistically 
significant positive relationship exists between idealised attributes and the level of innovation 
in FNB. By failing to reject Ho the researcher must conclude that there is insufficient 
evidence to support Ha. There/ore no statistically significant positive relationship exists 
between idealised attributes and the level o/innovation in FNB. 
6.4.2. Sub-hypothesis 2 -Idealised Behaviours and Inllovation in First Natiollal 
Balik 
Figure IS - Scatter plot - idealised behaviours and innovation 
Correlation Analysis - Idealised Behaviours and Innovation 
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Table 7 - Correlation analysis - idea lised behaviours and innovation 
Correlation Analysis - Idealised Behaviours and Innovation 
FNB Innovation year I 2008 
------------.--------------
r 0.0160 
p p=0.461 
--- - - ----- -------
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From the result of the scatter plot in Table 12 it is evident that there is a weak negative 
correlation between idealised behaviours and the level of innovation in First National Banle 
This is confirmed by the low correlation coefficient (r = -0.0160). Additionally the p-value of 
0.461 > 0.05 so the researcher must fail to reject Ho which hypothesises that no statistically 
significant positive relationship exists between idealised behaviours and the level of 
innovation in FNB. By failing to reject Ho the researcher must conclude that there is 
insufficient evidence to support Ha. Therefore no statistically significant positive 
relationship exists between idealised behaviours and the level of innovation in FNB. 
6.4.3. Sub-hypothesis 3 - Individualised Consideration and Innovatioll in First 
National Bank 
Figure 16 - Scatter plot - individualised consideration and innovation 
Correlation Analysis - Individualised Consideration and Innovation 
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Table 8 - Correlation analysis - individualised consideration and innovation 
Correlation Analysis - Individualised Consideration and Innovation 
FNB Innovation year 2008 
r 0.0699 
-------- -.---- -I ~-, 
,--- p 
-:-:------- -------
p=0.336 
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From the result of the scatter plot in Table 15 it is evident that there is a weak positive 
correlation between individualised consideration and the level of innovation in First National 
Bank. This is confirmed by the low correlation coefficient (r = 0.0699). Additionally the p-
value of 0.336 > 0.05 so the researcher must fail to reject Ho which hypothesises that no 
statistically significant positive relationship exists between individualised consideration and 
the level of innovation in FNB. By failing to reject Ho the researcher must conclude that 
there is insufficient evidence to support l-Ia. Therefore no statistically significant positive 
relationship exists between individualised consideration and the level of innovation in FNB. 
6.4.4. Sub-hypothesis 4 - Intellectual Stimulation and Innovation in First National 
Bank 
Figure 17 - Scatter plot - intellectual stimulation and innovation 
Correlation Analysis -Intellectual Stimulation and Innovation 
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Table 9 - Correlation analysis - intellectual stimulation and innovation I Correlation Analysis -Iniellectual Stimulation and Innovation 
FNB Innovation year 2008 
r -0.0887 
P IP-0.295 
------ ----------------- ---
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From the result of the scatter plot in Table 17 it is evident that there is a weak negative 
correlation between intellectual stimulation and the level of innovation in First National 
Bank. This is confumed by the mildly negative correlation coefficient (r = -0.0887). 
Additionally the p-value of 0.295 > 0.05 so the researcher must fail to reject Ho which 
hypothesises that no statistically significant positive relationship exists between intellectual 
stimulation and the level of innovation in FNB. By failing to reject Ho the researcher must 
conclude that there is insufficient evidence to support Ha. Theref ore no statistically 
significant positive relationship exists between intellectual stimulation and the level of 
innovation in FNB. 
6.4.5. Sub-hypothesis 5 - Inspirational Motivation and Innovation in First National 
Bank 
Figure 18 - Scatter plot - inspirational motivation and innovation 
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From the result of tbe scatter plot in Table 19 it is evident that there is a weak positive 
correlation between inspirational motivation and the level of innovation in First National 
Bailie This is confirmed by the low correlation coefficient (r = 0.1988). Additionally the p-
value of 0.112 > 0.05 so the researcher must fa il to reject Ho which hypothesises that no 
statistically significant positive relationship exists between inspirational motivation and the 
level of innovation in FNB. By failing to reject Ho the researcher must conclude that there is 
insufficient evidence to support Ha. Therefore no statistically significant positive 
relationship exists between inspirational motivation and the level of innovation in FNB. 
Sub hypotheses six, seven and eight are concerned with the relationship between each of the 
transactional leadership components and the level of innovation in First National Banle 
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6.4.6. Sub-hypothesis 6 - Contingent Reward and Innovation in First National 
Bank 
Figure 19· Scatter plot· contingent reward and innovation 
Correlation Analysis - Contingent Reward and Innol/ation 
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Table 11 - Correlation analysis' contingent reward and innovation 
-- .- -
Correlation Analysis - Contingent Reward and Innovation 
FNB Innovation year 2008 
r iO.3510 
I 
p -- - Ip=O.014 
From the result of the scatter plot in Table 20 it is evident that there is a weak positive 
correlation between contingent reward and the level of innovation in First National Banle 
This is confirmed by the medium correlation coefficient (r = 0.3510). Additionally the p-
value of 0.014 < 0.05 so the researcher must reject Ho which hypothesises that no 
statistically significant positive relationship exists between contingent reward and the level of 
itmovation in FNB. By rejecting Ho the researcher must conclude that there is sufficient 
evidence to support Ha. There/ore a statistically significant positive relationship exists 
between contingent reward and the level a/innovation in FNB. 
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6.4.7. Sub-hypothesis 7 -Active Managemellt-by-Exception and Innovation in First 
National Bank 
Figure 20 - Scatter plot - active management-by-exception and innovation 
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Table 12 - Correlation analysis - active management-by-exception and innovation 
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From the result of the scatter plot in Table 22 it is evident that there is a weak negative 
correlation between active management-by-exception and the level of innovation in First 
National Bank. This is confirmed by the low negative correlation coefficient (r = -0.0755). 
Additionally the p-value of 0.324 > 0.05 so the researcher must fail to reject Ho which 
hypothesises that no statistically significant positive relationship exists between active 
management-by exception and the level of innovation in FNB. By failing to reject Ho the 
researcher must conclude that there is insufficient evidence to support Ha. There/ore no 
statistically significant positive relationship exists between active management-by-exception 
and the level o/innovation in FNB. 
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6.4.8. Sub-hypothesis 8 - Passive Management-by-Exception and Innovation in 
First National Bank 
Figure 21 . Scatter plot· passive management-by-exception and innovation 
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From the result of tile scatter plot in Table 24 it is evident iliat iliere is a weak negative 
correlation between passive management-by-exception and the level of innovation in First 
National BanJe This is confirmed by the low negative correlation coefficient (r = -0.0221). 
Additionally the p-value of 0.447 > 0.05 so the researcher must fai l to reject Ho which 
hypothesises that no statistically significant positive relationship exists between active 
management-by-exception and the level of innovation in FNB. By failing to reject Ho the 
researcher must conclude that there is insufficient evidence to support Ha. Therefore no 
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statistically significant positive relationship exists between passive management-by-
exception and the level of innovation in FNB. 
6.4. Chapter summary 
The empirical results of the research were presented i.n this chapter. Descriptive statistics and 
correlation analysis were presented to provide further insight. With regards to the two main 
hypotheses, no significant positive relationship was found between the grouped 
transformational components - and the level of innovation in First National Bank. Similarly 
no significant positive relationship was found between the grouped transactional components 
- and the level of innovation in First National Bank. With regards to the sub-hypotheses, with 
the exception of contingent reward, no significant positive relationship was found between 
the iJldividual components of transformational aJld transactional leadership - and the level of 
innovation in First National Banl<. 
The implication of these results will now be discussed in the light of the literature reviewed. 
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CHAPTER 7 - DISCUSSION 
7.1. Introduction 
The research results were presented in the previous chapter, this chapter will now discuss the 
results in the light of the literature reviewed. The object will be to see whether the results 
support the literature, and whether there are areas in the literature which are lacking. 
Research limitations are identified, implications of the research are discussed and future 
research opportunities are also identified in this chapter. 
Based on the literature reviewed (see Chapter 4 - Full Range Leadership; two ways in which 
it can drive innovation in large organisations) there should be a statistically significant 
positive relationship between transfonnational leadership and innovation. In line with this 
theory, when analysing the results of the research, we would expect to fmd a statistically 
significant positive relationship between transformational leadership and the level of 
innovation within First National Bank. 
7.2. Discussion of the results 
The two mam hypotheses, which hypothesized a relationship between the grouped 
transactional and grouped transformational leadership components and innovation 
respectively, showed a weak positive correlation, with the p-value greater (han the smallest 
value for which Ho could be rejected. Therefore no statistically significant positive 
relationship was found to exist between the grouped transformational and transactional 
leadership components and the level of innovation in FNB. The literature reviewed suggested 
no significant relationship would be found between the grouped transactional components of 
leadership and innovation (Bass, et aI., 1997). However the literature suggested a positive 
relationship would be found between the grouped transformational components of leadership 
and innovation (Bass, et a!., 1997). The findings for the grouped transactional components do 
support the literature, whereas the findings for the grouped transfomlational components do 
not support the literature 
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The results of the eight sub-hypotheses, were divided into two groups. The first group 
comprised the five sub-hypotheses which measured the relationship between each of the 
transformational components of leadership and the level of innovation in First National 
Bank. The second group comprised the last three sub-hypotheses which measured the 
relationship between each of the transactional components of leadership and the level of 
innovation in First National Bank. 
The first three transformational components namely idealised attributes, idealised 
behaviours, individualised consideration and the last component namely inspirational 
motivation showed a weak positive correlation, with the p-value greater than the smallest 
value for which Ho could be rejected. Therefore no statistically significant positive 
relationship was found to exist between these transfonnational components of leadership -
and the level of innovation in FNB. Again this does not support the literature which 
suggested there would be a statistically significant relationship between the components of 
transformational leadership and the level of innovation (Brand, ei aI., 2000). 
Additionally the scatter plot for the individual transformational component of intellectual 
stimulation showed a weak negative correlation between intellectual stimulation and the level 
of innovation in First National Bank. This was confirmed by a weak negative correlation 
coefficient with the p-value greater than the smallest value for which Ho could be rejected. 
Therefore no statistically significant positive relationship was found to exist between 
intellectual stimulation and the level of innovation in First National Bank. This also does not 
support the literature which suggested there would be a statistically significant positive 
relationship between the components of transformational leadership and the level of 
innovation (Brand, et aI., 2000). 
With regards to the transactional components of leadership, the scatter plots for both active 
management-by-exception and passive management-by-exception showed that there was a 
weak negative correlation between these components and the level of innovation in First 
National Bank. This is confirmed by the low negative correlation coefficients with the p-
values greater than the smallest value for which Ho could be rejected. Therefore no 
statistically significant positive relationship was found to exist between these two 
transactional components of leadership and the level of innovation in FNB. This does support 
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the literature reviewed which suggested no significant relationship would he found between 
the individual components of transactional leadership and innovation (Brand, et aI. , 2000). 
TIle last transactional component to be measured, namely contingent reward was the only one 
which did reveal a statistically significant result. From the result of the scatter plot it was 
evident that there is a weak positive correlation between contingent reward and the level of 
innovation in First National Bank, with the p-values less than the smallest value for which 
Ho could be rejected. Therefore a statistically significant positive relationship was found to 
exist between contingent reward and the level of innovation in FNB. Contingent reward has 
yielded slightly different results from the two management-by-exception factors in passed 
research (Avolio et aI., 1997). According to Ristow (1997) contingent reward typifies the 
leadership styles which were described as effective in a less competitive environment than 
that faced by businesses today. Likewise, Bass el aI., (1994:4) suggest, "contingent reward 
has been found to be reasonably effective, although not as effective as the four l ' s". This 
finding then is in line with the tl1eory. 
Taken as a whole the results do not support the theory. The theory suggested 
transformational leadership would drive il1l1ovation in large organisations. Two key areas 
were identified which demonstrated how transformational leadership would drive this 
irmovation (Bass, 1994). This would be accomplished firstly by speeding up the cycle of 
product and process innovation in multi-functional teams, and secondly by improving the 
decision making process through encouraging and enabling the search for optimal innovative 
solutions, rather than a merely searching for satisfactory alternatives. However no positive 
relationship was found between transformational leadership and innovation in First National 
Bank. 
7.3. Implications of the research 
Most of the research on Full Rage Leadership has taken place in Europc and America 
(Ristow, 1997), and research in South Africa is still limited. Avolio and Bass (1997) have 
called for more research on transformational leadership particularly in South Africa. Taking 
cognisance of the findings of this research, the following further research opportunities need 
10 be explored. 
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Firstly research needs to be conducted to establish whether or not the South African Banking 
system has moved from the industrial to the information paradigm (see 2.2.1. - The changing 
paradigm and the need for innovation in the South African banking system). As an 
explanation for the results discussed above which do not support the literature, it could be 
contended that First National Bank has not moved from the industrial paradigm to the 
information paradigm to the same extent as its European and American counterparts have 
been force to. In the old paradigm, it was possible for a truly successful transactional leader 
to be a good manager as they tend to be very good at the traditional management functions of 
planning, organising, directing and controlling which call for task-orientated leaders Kuhnert 
(1994 in Brand et aI., 2000). First National Bank could still be operating in a paradigm where 
transactional leadership, particularly contingent reward, is effective. Consequently the need 
for a large South African banking organisation such as First National Bank to constantly 
invent and re-invent itself through multifunctional teams and improved decision making is 
not as important as it is in for Banks in Europe or America. This would be consistent with the 
finding that there was a weak, positi ve relationship between contingent reward leadership 
and innovation in First National Bank. 
Secondly, the results of this investigation show that the expected relationship suggested by 
the literature between transformational leadership and innovation does not exist in First 
National Bank. Either First National Bank is not using transformational leadership, or First 
National Bank is using transformational leadership but there is just no link to innovation in 
the bank. The reason for no link could perhaps be because of how innovation is defined in 
First National Bank. These relationships need to be researched. 
Thirdly, it was noted under the discussion on the balanced scorecard above (see 2.4 -
Organisational measurement in the new paradigm), that the CEO's of the different business 
units are not measured on innovation in their annual performance reviews. This lack of 
' innovation measurement' is consistently applied down the managerial hierarchy. A review 
by the researcher of a branch manager' s performance appraisal document revealed that he, 
like his CEO, is not measured on innovation at his annual review. First National Bank should 
consider aligning its performance measurement, in the form of the balanced scorecard, to its 
stated vision of "being a great business helping to create a better world" (FNB Pulse b, 
2006). It has been shown (see 3.3 - Linking the theory of innovation to First National Banks 
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definition of innovation) that this vision IS based on building enduring rewarding 
relationships with their customers, colleagues and other stakeholders, and that these 
enduring, rewarding relationships will be built by focusing on three ' pillars ' , namely, 
empowering people, driving innovations, and cost and banking efficiencies. This VISlOn 
especially the 'pillar' of ilillovation should be reflected and measure in the banks 
performance measurement tool. Future research could focus on designing a balanced 
scorecard suited to South African banking in the new paradigm. 
Fourthly, the degree to which transformational leadership is employed in MFT's and the 
decision making process in First National Bank needs to be researched to ensure the Bank is 
maximising the positive impact on innovation this leadership will generate (Bass, et al., 
1994). 
Finally it is important to note that Full Range Leadership can be learned and that First 
National Bank should place a high priority on this in preparation for the new paradigm. Draft 
(1999) suggests leadership involves a complex set of factors, and some people conclude 
leadership is too intangible and mysterious to be learned. However he (Draft, 1999:20) 
suggests, 
contrary to the opinion of many people, leaders are not born. Leaders are 
made, and they are made by effort and hard work. Almost anyone has the 
potential to become a leader. We all have the seeds of leadership within us, 
our experience can either kill them or help them grow. We can either invest 
in developing leadership qualities or allow those qualities to lie dormant. 
Similarly Bass (I 990b) suggests leadership can be learned. Bass et al., (1994:4) suggest that 
several thousand leaders in the private sector and community leaders in the public sector 
tlu'Oughout the world (including South Africa) have already been trained using the Full 
Range Leadership model. 
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7.4. Limitations of the research 
The leader (self-rater) respondents came from a population of ten leaders, and the eventual 
sample comprised six leader respondents. The limited size of the leader sample resulted in 
each of the leader respondents having a fairly high influence on the results. An attempt 
should be made to extend this research to the other five large banks in South Africa thereby 
increasing the size of the population, and the ability to generalise to the South African 
banking sector. Convenience sampling was used to select the subordinate (rater) respondents 
with the leaders (self-raters) choosing the rater respondents which could have resulted in a 
concern amongst the raters as to whether self raters would get to see their answers to the 
questionnaire. Probability random sampling, wi th the assurance of confidentiality should be 
attempted in further studies. 
105 
CHAPTER 8 - CONCLUSION 
The broad objective of this research was to examine the relationship between leadership and 
innovation in a South African Bank. In addressing this objective First National Bank was 
chosen as the research context particularly because of the banks size and importance to the 
South African banking industry. This research started of with a discussion, in terms of this 
research context, of the changing organisational paradigm, organisational innovation, 
organisational measurement, organisational framework, and organisational leadership. 
Organisational innovation was identified as an important core competency for the generation 
of a sustainable competitive organisational advantage in the new paradigm. Full range 
leadership was identified as the most appropriate form of leadership for the generation of 
innovation in large organisations. 
In an effort to investigate the broad objective of the research, two main, and eight sub-
hypotheses, were developed. The general methodology used to test these hypotheses and sub-
hypotheses consisted of the use of a research instrument known as the ' Multifactor 
Leadership Questionnaire' which was used to collect information about the leadership styles 
of the CEO's heading up the various Business Units. Data from the results of First National 
Bank's ' Innovations Campaign' was used to collect information about the levels of 
innovation within the different business units. The data was analyses using correlation 
analysis. 
The results of the first main hypothesis found that no statistically signi ficant relationship 
exists between transformational leadership and innovation in First National Bank. The five 
components of transformational leadership were also tested and similar results were obtained. 
The results of the second main hypothesis also showed that no statistically significant 
relationship existed between transactional leadership and irU1ovation in First National Bank. 
The three components of transactional leadership were also tested and, with the exception of 
contingent reward, similar results were obtained, ie no statistically significant relationship 
exists. The test for a relationship between contingent reward and innovation found a weak, 
significant positive relationship. 
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The result of this study which examined the relationship between transformational and 
transactional leadership and irmovation in First National Bank do not support the theory, 
which suggests transformational leadership would drive innovation in large organisations 
(Bass, 1994). The results for the test of a positive relationship between transactional 
leadership and innovation in First National Bank do confirm the theory, which suggests there 
would be no correlation (Charlton, 1993). The result for contingent reward also supports the 
theory (Bass et aI. , 1994:4) and previous research (Avolio et aI. , 1997). 
After a review of the literature on leadership and innovation in South Africa, no reference to 
this research context could be found . This research therefore adds a new dimension to 
research on leadership and innovation, as this research takes place in a South African 
banking context. This research further contributes to the existing findings relating to the 
relevance of the concepts. The fmdings generally demonstrate that the concepts are not 
relevant in First National Bank. 
107 
APPENDICES 
Appendix 1 - Initial e-mail sent to self-raters 
From: Manyathi, Zweli [mailto:ZManyathi@fnb.co.za] 
Sent: 06 August 2008 11:40 AM 
To: Ward, Phillip 
Cc: Guerra, Maria 
Subject: RE: Request for ass istance with my MBA dissertation on FNB Innovation 
Phill ip 
I have had a response from the Corporate Banking EXCO team and they will be more than happ~ to 
assist on the condition that you present your findings to the Corporate Banl<ing EXCO as well. Ii you 
are happy with this please let me know . 
......,.. .. • _ •. 0---
From: Manyathi, Zweli 
Sent: 04 August 2008 07:05 PM 
To: Phillip Ward 
Cc: Guerra, Maria 
Subject: RE: Request for assistance with my MBA dissertation on FNB Innovation 
Phillip 
I remember you very well. I will chat with the team to get their response. I am more than happy to 
assist where I can. 
From: Ward, Phillip [mailto:pward@fnbprivateclients.co.za] 
Sent: 01 August 2008 02:39 PM 
T o: Manyath i, Zweli 
Subject: Request for assistance with my MBA dissertation on FNB Innovation 
HiZweli 
My name is Philip Ward (you might remember me from FNB Trust Services) and I work as a Wealth 
Manager for FNB Private Clients. 
The Wealth segment is sponsoring my MBA which I am reading at Rhodes University. 
I am currently in my final year and am busy writing up my dissertation in which I investigate whether 
there is a statistical rela tionship between innovation and leadership within FNB. Th is e-mail is to 
request fifteen minutes of your time to assist me with my research by completing a questionnaire. 
Your help will greatly enhance the rel iabil ity and validity of my research and would be most 
appreciated. 
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Page 2.of2 
I have been in communication with Michael Jordaan with regards to the collection of my research 
data (the questionnaire) within FNB. Understandably he is reluctant to send out the questionnaire 
from his office, but has said I am welcome to approach you personally to request your assistance. 
The quesuonnaire comprises multiple choice questions on leadership and I would be most grateful 
if you and five of your direct reporting line managers would complete it . This exercise should take no 
longer than fifteen minutes to complete . The results of the individual answers will be reported in such 
a way that they will remain anonymous for both the leader and the direct reporting line manager are 
concerned. 
Hopefully this short e-mail served to introduce myself and explain my request for your assistance in 
my research. I will however be following this e-mail up with a telephone call to yourself to establish 
• if you and your team will be able to assist me, and if so; 
• identify the five direct reporting line managers that will also complete the quesuonnaire along 
with yourself, and 
• identi fy someone in you office (your PA?) that I may send the questionnaires to for 
distribution,collection, and return to myself. 
Finally, should you be interested in the results of my research, they will be available from Michaels, 
office early next year. 
Your assistance will be greatly appreciated 
Philip Ward 
Wealth Manager 
FNB Private Clients George 
clo Kerk & Courtenay Street 
Ground Floor 
Church Corner Building 
George, 6529 
P.O. Box 10921 , George, 6530 
Tel (044) 8056100, Fax 0, Cell 0825618034 
e-mail p.)N8Id@f.n){piivat."-c;li?nts.cg~za 
First National Bank - a division of FirstRand Bank Limited. 
An Authorised Financial Services Provider. 
2009/02/01 
.. 
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Appendix 2 - Pack sent to self-raters 
FNB Private Clients 
Church Comer Building, 
Cm Kerk and Courtenay Str, 
George 
Dear Zwelie 
8th August 2008 
Attn Zwelie Manyathi 
CEO FNB COIporate Banking 
6th Floor, 4 First Place, BankCity 
Cm Simmonds and Pritchard Str 
Johannesburg 
2000 
Thanks so much for your response to my e-mail and for the time you gave me 
yesterday on the telephone. Your offer to help in my research is greatly appreciated. 
As agreed I have included 1 Leader questionnaire, and 5 Rater questionnaires 
o You must complete the Leader questionnaire - where you will be; evaluating 
your own leadership style. 
o Please then select five of your direct reporting line managers to complete the 
Rater questionnaires - they will be evaluating your leadership style. 
Please would you (leader) and your staff (raters) send the completed questionnaires 
back to me via Mounties (our internal courier system) to my above mentioned 
address. 
If there are any questions that you or your staff need clarified please don't hesitate to 
contact me, and remember the results of the research will be presented in such a way 
that the anonymity of you and your staff is assured. 
Your help is appreciated 
Philip Ward 
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MULTIFACTOR LEADERSHIP QUESTIONNABRE 
Leader Answer Sheet (MLQM) 
by Bernard M. Bass and Bruce J. Avolio 
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Multifactor Leadership Questionnaire 
Leader Booklet (MLQM) 
by Bernard M. Bass and Bruce J. Avolio 
DIRECTIONS: This questionnaire is designed to help you describe your leadership style as you perceive it. 
Please answer all items on the separate Leader Answer sheet. Be sure the answer sheet has your name on it. 
Judge how frequently each statement fits you. The word "others" may mean your peers, clients, direct reports, 
supervisors, an9l0r all of these individuals. If an item is irrelevant, or if you are unsure or do not know the answer 
leave the answer blank. 
Use the following rating scale: 
" ~ -"'." ':' . ~ " , ... "" ...... .. ~ ... :. 
o 2 3 
Not at all ~ • ..;j;~.-4-_ " "~. Once in a while Sometimes Fairly often 
1. I provide others with assistance in exchange for their efforts 
2. I re-examine critical assumptions to question whether they are appropriate 
3. I fail to interfere until problems become serious 
4. I focus attention on irregularities, mistakes, exceptions, and deviations from standards 
5. I avoid getting involved when important issues arise 
6. I talk about my most important values and beliefs 
7. I am absent when needed 
8. I seek differing perspectives when solving problems 
9. I talk optimistically about the future 
10. I instill pride in others for being associated with me 
11. I discuss in specific terms who is responsible for achieving performance targets 
1
12. I wait for things to go wrong before taking action 
13. I talk enthusiastically about what needs to be accomplished 
114. I specify the importance of having a strong sense of purpose 
15. I spend time teaching and coaching 
yright © 1995 by Bernard M. Bass and Bruce J. Avolio. All righls reserved. 
lribuled by P 0 B L C (Ply) Ltd., P.O. Box 756, Randburg 2125. Tel: (011) 787-3349, Fax: (01 1) 789-4628 
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Frequently' if not always ; 
.. .: .... ~..'l;...;:: . ,,;.:r..~.!:"';~.-: ,...: 
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o 
Not at all 
1 
Once In a while 
2 
Sometimes 
',_ .r; -..: 
3 
Fairly often 
. "-' "\ 
I make clear what one can expect to receive when performance goals are achieved 
I show that I am a firm believer in 'If it ain't broke, don't fix it." 
I go beyond self-interest for tile good of the group 
I treat others as individuals rather than just as a member of a group 
I demonstrate that problems must become chronic before I take action 
I act in ways that build others' respect for me 
I concentrate my full attention on dealing with mistakes, complaints, and failures 
I consider the moral and ethical consequences of decisions 
I keep track of all mistakes 
I display a sense of power and confidence 
I articulate a compelling vision of the future 
I direct my attention toward failures to meet standards 
I avoid making decisions 
I consider an individual as having different needs, abilities, and aspirations from others 
I get others to look at problems from many different angles 
I help others to develop their strengths 
suggest new ways of looking at how to complete assignments 
delay responding to urgent questions 
emphasize the importance of having a collective sense of mission 
express satisfaction when others meet expectations 
express confidence that goals will be achieved 
am effective in meeting others' job-related needs 
use methods of leadership that are satisfying 
~et others to do more than they expected to do 
1m effective in representing others to higher authority 
'1ork with others in a satisfactory way 
leighten others' desire to succeed 
1m effective in meeting organizational requirements 
lcrease others' willingness to try harder 
lad a group that is effective 
4 
Frequently if not a/ways 
au are finished please place your Answer Sheet in an envelope large enough - DO NOT FOLD-
Id to the address below. 
by P 0 B L C (Ply) Ltd., P.O. Box 756, Randburg 2125. Tel: (011) 787-3349, Fax: (011 ) 789-4628 
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Leader Name (Person you Are: Rating) . 
. ~;.. . - . . . ' 
Leader Name: 
Business Unit: 
Department: 
MUlTIFACTOR LEADERSH!P QUESTIONNAIRE 
Answer Sheet (MLQM) 
by Bernard M. Bass and Bruce J. Avolio 
Le~der#. Rater# 
~ ~ .. -
, IMPORTANT (necessary for processing): IMPORTANT: This anS1Ner sheet must be com-
pleted /1, placed in envelope for Scoring by: 
rn ~ 
Which best describes you? , 
o I am at a higher organizational 
level than the person I am rating 
o The person I am rating is at my 
organizational level 
DIRECTIONS: Firsl mark your organizational level in the box prOVided. Then use Ihis 
answer sheet to respond to the questions in the MLQ Rater Booklet. Please answer every item. 
If an item is irrelevant, Oi if you are unsure or do nol know the answer, leave the answer blank. 
Please answer this questionnaire anonymously. 
o I am at a lower organizational 
level than the person I am rating 
o I do not wish my organizational 
level to be known 
. . . . 
This survey is designed to describe the leadership style of the above-mentioned individual as 
you perceive it. Forty-five descriptive statements are listed in the MLQ Aater Booklet. Judge 
how frequently each statement fits the person you are describing, Use the rating'scale shown 
below: . 
Proper Mark: 0 0 0 0 Improper Marl<s: fifrol 0 @I 
.' 
o 
Notat all Once in a while 
2 
Sometimes 
3 
Fairly often 
4 
Frequently if not always 
01234 . 
1. 00000 '. 
2.00000 
3.00000 
4.0000 o· 
5.00000 
l 
6. 00000 
7.00000 
8.0000 O . 
9.00000 ,: 
10. 0000 O ' 
11. 00000 
'- 12. 00000 : 
13.00000 
14. 00000 ,' 
,' 15.00000 ;· 
, . 
, 
o 1 234 
16.00000 
17. 00000 · 
18. 00000 
19.00000 
20.00000 
21.00000 
22.00000 
23.00000 
.,. 
24.00000 
25.00000 : 
26.00000 
27. 00000 
, 
'. 28.00000 ' 
29.00000 
, 
;. 30.00000 
Please retain a copy of this form and the question booklet. Be sure to include your 
phone number in case there are any queries. If you have any questions, please 
contact:The Scoring Department, P D B L C (Ply) Ltd., P.O. Box 756, Randburg 
2125, Tel: 787-3349, Fax: 789-4628 
o 1 2 34 
31.00000'. 
32.00000 
33.00000' 
34.00000 . 
35.00000 
36.000 0 O ~ 
37.00000 : 
38.00000 
39. 00000 
40. 00000 
41. 00000 
42.00000 
43.00000 
44.00000 
, 
45.00000 
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Multifactor leadership Questionnaire Rater No. 
I Rater Booklet (MLQM) 
I by Bernard M. Bass and Bruce J. Avolio 
· , 
· I 
DIRECTIONS: This questionnaire is to describe the leadership style of the person named on the answer sheet. 
Describe the leadership style as you perceive it. Please answer all items on this answer sheet. If an item 'is :) 
irrelevant, or if you are unsure or do not know the answer, leave the answer blank. Please answer this question- " 
naire anonymously. 
" 
Forty-five descriptive statements are listed on the following pages. Judge how frequently each statement fits the :~. 
person you are describing. i, 
Use the fol/owing rating scale: ;~1 
' . 
.:,'~ ... .. ~~.'<£'f.'~.s ".~r:' OJ! ,;. !\)( .. '9-'''~ " -e; .I;.~ 
- , j.o- ,'j 
2 
Sometimes 
3 4 ~; :~;!l 
Fairly often Frequently.if not always ~ 1'~ Once in a while 
:' • • ~. ~ ,,~....... - ,'Co '''U~7', n~~·;._ .... ~·~.!~ . iJ . • :!:1:-~· ,,,,-. ,,,_~_.;.~-:~,; ... ~ :-.~£";""~ -~~'tAliP.'J:.: ':" :. " .• ~ \~~ 
THE PERSON I AM RATING ... 
I 
I 1. Provides me with assistance in exchange for my efforts 
12. Re-examines critical assumptions to question whether they are appropriate 
13. Fails to interfere until problems become serious 
4. Focuses attention on irregularities, mistakes, exceptions, and deviations from standards 
5. Avoids getting involved when important issues arise 
16. Talks about thai; mast important valu8s and beiiefs 
·7. Is absent when needed 
I lB. Seeks differing perspectives when solving problems 
19. Talks optimistically about the future 
10. Instills pride in me for being associated with himlher 
ill . Discusses in specific terms who is responsible for achieving performance targets 
/2. Waits for things to go wrong before taking action 
~3. Talks enthusiastically about what needs to be accomplished 
~4. Specifies the importance of having a strong sense of purpose 
5. Spends time teaching and coaching . 
pyright © 1995 by Bernard M. Bass and Bruce J. Avolio. All rights reserved. 
tributed by Productivity Developmenl (Pty) Ltd., P.O. Box 756, Aandburg 2125. Tel: (011) 787-3349, Fax; (011) 789-4628 
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" 
• 't' 
." ,. 
" 
,~ 
>', ' 
,. 
' ... 
'.' , 
o 
Not at all Once in a while 
}' 
HE PERSON I AM RATING ... 
2 
Sometimes 
3 
Fairly often 
B. iViakes clear what one can expect to receive when periormance goals are achieved 
7. Shows that he/she is a firm believer in 'if it ain't broke, don't fix it:' 
3. Goes beyond self-interest for the good of the group 
l. Treats me as' an individual rather than just as a member of a group 
I. Demonstrates that problems must become chronic before taking action 
Acts in ways that builds my respect 
Concentrates his/her full attention on dealing with mistakes, complaints, and failures 
Considers the moral and ethical consequences of decisions 
Keeps track of all mistakes 
Displays a sense of power and confidence 
Articulates a compelling vision of the future 
Di;ects my attention toward failures to meet standards 
Avoids making decisions 
Considers me as having different needs, abilities, and aspirations from others 
Gets me to look at problems from many different angles 
Helps me to develop my strengths 
Suggests new ways of lool<ing at how to complete assignments 
Delays responding to urgent questions 
Emphasizes the importance of having a collective sense of mission 
Expresses satisfaction when I meet expectations 
Expresses confidence that goals will be achieved 
Is effective in meeting my job-related needs 
Uses methods of leadership that are satisfying 
Gets me to do more than I expected to do 
Is effective in representing me to higher authority 
Works with me in a satisfactory way 
Heightens my desire to succeed 
Is effective in meeting organizational requirements 
Increases my willingness to try harder 
Leads a group that is effective 
4 
Frequently if not always 
• .'. .1·~ 
.' 
IOU are finished please place your Answer Sheet in an envelope large enough - DO NOT FOLD -
1d to the address below. 
I by Productivity Development (Pty) Ltd., P.O. Box 756, Randburg 2125. Tel: (011) 787-3349, Fax: (011) 789-4628 
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Appendix 3 - MLQ scoring key 
Leadership Factor Items SA Score Top Q Score 
Idealised Influence (attributes) 10,18,21,25 3.1 3.4 
Idealised Influence (behaviour) 6,14,23,34 3.1 3.4 
Inspirational Motivation 9,13,26,36 3.1 3.5 
Intellectual Stimulation 2,8,30,32 3 3.3 
Individualised Consideration 15,19,29,31 3 3.4 
Constructive Transaction 1,11,16,35 2.9 3.2 
Management by Exception (active) 4,22,24,27 2.1 1.6 
Management byException (passive) 3,12,17,20 1.1 0.7 
Laizes Faire 5,7,28,33 0.8 0.5 
Extra Effort 39,42,44 N/A N/A 
Effectiveness 37,40,43 N/A N/A 
Satisfaction 38,41,45 N/A N/A . 
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Appendix 4 - First National Bank innovators results 
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Appendix:5 - Consolidated MLQ answer spreadsheet 
[Vea" In oo,Wo, - . 
ISeif R,te, R,IN 1 nalo" "of". Ral" 4 RaterS I Ave", . I SA Nonn ~~ ~~:. 
3 4 l.l. 2 2.2 1.9 
'-
. 1 
~ 
-"-
_0 
4 
1 
3 
3 4 
o 
1.6 '.1 
D. D •• 
3. 3. 
2. 3 . .1. 
Leadership Factor 
i l,nuence 
,Ire 
, , 
, Innu,""" 
; , 
Ii 
3 
---'-
3 
---'-
4 
3 
3 3 3.; J j 
2 2 1 1.6 
I bv exceollo" (aclive ) 
4 
4 4 
-
4 4 
4 3 4 
3 4 3 _3 
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4 4 _ 3_ --"-
3.00 4.00 3.00 2.75 
4 3.6 3.1 ~ ,,'""nee, 
1 
3 
4 
2 
3 
1 
3 
1 
3 
3 
3 
3 
4 
3.2 
3 .• 
3 3 3.2 
3.25 3.25 3.25 
J 
l .• 
1.1 
3.1 
3 .10 
I, 
I I J-alise i 
I 
I ; ~,,,,,,-o,_' ------I 
Ire . 
; 
3.5 Iino"'ralio,"1 
~; 
a e'ort 
3.40 
3.00 3." J .2E 3.DC 3.00 3.2' 3.1 3.10 3.4' 
3.DC 3.75 3.00 3.on 3.00 3.25 3.20 3.10 3.50 
3.7! 3.Y! 3.DC 2.5C 3.00 3." 3.H 3.0< 3.J( 
' .DC 32' 3 .01 2.2' 2.7' 3.01 2. " 3.0C 3.40 
2.75 2.50 1l' ~ 1.51 2.51 2.20 2.90 ~ 
2.25 1.75 1.25 1.50 0.75 2.50 1.55 2.10 1.60 
2.00 2.00 1,25 . 1.50 1.75 2.25 1.75 1.10 --"2Q 
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